in 2.2 cars 


per family! 


When g1 out of 100 families in a market 
own cars—that’s news. 


But when these same people average 2.2 
cars per family, that’s headlines! 


Luxury City families buy other luxuries 
in the same proportion—because 100% 
of them have surplus money. 


The Magazine of Wall Street is Luxury 
City. 


Our subscribers were not cleaned out in 
the market crash because they are in- 
vestors—and own their stocks outright. 


If your product is the best in its field, as 
ours is, you can sell it to these people at 
a surprisingly low cost, by making sure 
your next advertising schedule runs in— 
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Shall I Buy — 
Shall I Sell 
Stocks_Now? 


If you know when it is safe to buy 
and wise to sell stocks—if you act on 
your knowledge promptly — risks 
are minimized, maximum profits 
possible. 


T. E. Rassieur Trend Interpreta- 
tion Service offers you definite 
buying and selling advice based 
strictly and solely on interpretations 
of long-term and short-term trends 
arrived at by precise mathemat- 
ical computation. 


T. E. Rassieur Trend Interpreta- 
tion Service is unique in the finan- 
cial field, neither duplicating nor 
overlapping the service of any exist- 
ing system or organization. 


The principles and scope of this 
service are explained in a compre- 
hensive free booklet: ‘‘TREND 
INTERPRETATION.” Write for it. No 


obligation. 


T. E. RASSIEUR 


Trend Interpretation Service 


167: Continental Bldg., St. Louis, Mo. 
v1 
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KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





**ODD LOT TRADING’’ 
John Muir & Co., members New York 


Stock Exchange, are distributing their 


booklet to investors. (225) 
**TRADING METHODS’’ 
This handbook issued by Chisholm & 


Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 


request. (785) 
WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, 


@ security advisory service conducted by 


The Magazine of Wall Street for over 
19 years, definitely advises subscribers 
what securities to buy and 
sell. Write for current weekly 8-page 
bulletin. (793) 

INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 

MARGIN REQUIREMENTS, COMMISSION 

CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 

MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau will be sent free to in- 
vestors upon request. (953) 

UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 

D INTERPRETATION 
The above named booklet, prepared by 
T. E. Rassieur, will be sent free on re- 
quest to interested readers. (992) 
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Look. Gut. for the Vulnerable Ones. 


A coop strategist lays the ground- 
work for an offensive campaign by 
examining his defenses before ven- 
turing into the open. Sure that his 
base is strong, he can throw all his 
resources and energies into the for- 
ward movement. So whether the 
winter stock market campaign is to 
be fought in the trenches or with 
cavalry, this is the time to look for 
weaknesses in individual holdings; 
to find out where the long retreat has 
left us vulnerable. 

Inventory losses, for one thing, 
will be in the limelight for some time 
to come, unless commodities stage a 
surprising recovery. Manufacturers 
were practically forced to enlarge 
their stocks of raw material during 
the first half of the year, and finished 
goods were also built up to guard 
against labor troubles. When a 
prominent rubber company reports 
an increase in these items of 50% 
over a year earlier, or a merchandiser 


a rise of 33%, there is good reason to 
pause for a look around. Is the in- 
crease justified by an equal rise in 
sales volume? Or is it speculation in 
commodities on the part of the man- 
agement? Are inventories conserva- 
tively valued? Has a reasonable re- 
serve against inventory losses been 
set up? 

Both companies have good an- 
swers to these questions, but it is to 
be feared that not all companies 
would relish a cross-examination on 
the subject. Then again, if the ob- 
stacle of higher raw material prices 
has been removed, will costs come 
under better control? The key to 
figuring profit margins is very likely 
to be hidden in the labor situation. 
Small wonder that the chemical 
manufacturers enjoy so high a mar- 
ket rating, with their low proportion 
of labor per ton of output. The re- 
newal of drives for higher wages will 
be an ordeal for many stocks which 


have otherwise brilliant prospects. 

High yields, too, require a second 
or third look. It will pay to men- 
tally pass or reduce these dividends 
and then decide if you would buy the 
stocks on earnings and growth possi- 
bilities. If not—the defense is weak 
at that point. 

The process may seem a defeatist 
or at least a negative one. The mo- 
tive for buying stocks is and should 
be because they are going higher. 
Yet here is business at a point which 
may bring considerable irregularity, 
some lines recovering to new peaks, 
others lagging in the doldrums. The 
common sense course is to allow for 
the lowering of some hopes, the 
postponement of others. And by 
examining the situation with defense 
in mind, there is a good chance that 
the issues which look strong from 
that angle will out-perform the bal- 
ance of the market during a drive to 
higher levels. 





IN THE NEXT 


ISSUE 


Companies That Will Face Inventory Losses 


BY WARD GATES 


The Special Session—Its Threats and Promises to Business 


BY RAY TUCKER 
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Bread, Butter, and Jam 
for 13,000,000 People 


ways to build them better, means to sell them 


RE you one of these 13,000,000 people? Does 
the income which supports you come from 
making or selling automobiles, radios, electric 
refrigerators, or movie films? If so, you are one 
of them. You are one if that income comes from 
the rayon or aluminum industry, or any of the 
other industries which have grown up in a 
single generation. 


Automobiles, radios, gasoline, aluminum—these 
and many other products exist today because 
industry sought new products and better ways 
of building old ones. And after unearthing these 
new products, industry developed them, found 


at lower prices. 

Today, these industries not only employ millions 
but—through demands for steel, coal, cotton, 
transportation—they help support millions 
more. 

Some of the greatest advances in this work 
have been made through the use of electricity. 
Through it new products have been developed, 
and the efficiency of all industries has been 
increased. In most of these modern electrical 
developments, General Electric research and 
engineering have pioneered. 


G-E research has saved the public from ten to one hundred dollars 
for every dollar it has earned for General Electric 
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The Trend of Events 


FEDERAL RESERVE TO THE RESCUE .... The 55 per 
cent margin requirement was only partially responsible 
for the impaired efficiency of the market mechanism 
demonstrated in the August-October price collapse. 
Hence the action of the Federal Reserve Board in reduc- 
ing margins on long accounts to 40 per cent is only a 
partial remedy for excessive “thinness.” Moreover, the 
imposition of a 50 per cent margin requirement on short 
sales—admitting the logic of the argument that it should 
not be easier to sell short than to buy—is a step in the 
other direction, tending toward “thinness” by hampering 
the operations of professional traders and specialists. 

In the long run the changes made will not greatly in- 
crease the market's activity and liquidity, although the 
immediate effect will be to lift restrictions on a large 
percentage of present long accounts. This is not only be- 
cause, in effect upon activity, radically higher margins on 
short sales are a considerable offset to lower margin on 
long account, but also because the other and more im- 
portant restrictions which have hampered the market re- 
main unchanged. Chief among these are the high capital 
gains tax and the bar imposed on “insider” operations. 

The Reserve Board and the Administration are to be 
commended for waiting to make the margin change until 
the market had turned around without official stimulants 
and had shown greater stability. The same move hastily 
made in an atmosphere of fear probably would have been 
a boomerang. It would have been better, however, had 


the Board announced publicly that its sole interest is in 
regulating the volume of credit used in speculation and 
that it was not expressing an official judgment as to 
whether stock prices are too low. Perhaps they are, but 
it is not the function of the Reserve Board to make specu- 
lative guesses. Had it been guided only by consideration 
of volume of speculative credit in use, it would not have 
made the mistake of imposing the 55 per cent margin in 
the first place. 


FIRST THINGS FIRST ... The biggest problem facing 
this country today is a serious decline in business activity 
and a slump in business confidence. It is in this threat- 
ening atmosphere that Congress will assemble in special 
session in the immediate future to consider a list of legis- 
lative measures which the President some weeks ago 
thought were the matters of most immediate national 
concern—the farm program, the wage-hour bill, the re- 
gional planning measure, the proposed reorganization of 
Federal administrative agencies. 

Since Mr. Roosevelt formulated this ambitious pro- 
gram, the economic outlook has changed drastically. If 
we are to have a farm bill applying to 1938 crops, there 
is logic in speed, but even this measure is infinitely less 
important than taking action designed to prevent busi- 
ness reaction from snowballing into a real disaster. As 
for the other “must” bills, none is imperatively needed 
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now. What is imperatively needed is action that will 
open up the log jam in private investment. Putting first 
things first, why not start with taxation? The undis- 
tributed profits tax has no defender left in Washington. 
It is unsound in theory and a failure in practice. If the 
Administration is not bold enough to admit error and 
substitute for it a straight corporate income tax, at the 
least it must be substantially revised. The high capital 
gains tax also cries aloud for intelligent revision. 

Beyond this the Administration might profitably re- 
consider its entire attitude toward the profit system, 
asking itself the pertinent question why it now finds pri- 
vate capital unable or unwilling to carry on the recovery 
that New Deal reflation started. Federal credit can not 
safely carry the load further. Failure to make terms that 
will put private money to work would spell eventual dis- 
aster for the country and the New Deal politicians. If 
Mr. Roosevelt has not lost his political sagacity, he will 
act and act quickly. Denunciation of the “Economic 
Royalists” and the “Tories” will take no tricks in the 
present game. They did not cause this slump. 


HOPE FOR THE CARRIERS... Federal regulation of 
railroad freight rates originated out of the necessity of 
protecting the public against exploitation at a time when 
the railroads had a monopoly on interurban transporta- 
tion. During the past generation the situation was 
changed radically by rapid development of motor trans- 
port and by gains in inland waterway and intercoastal 
steamship traffic. Although the railroads no longer had 
a monopoly, the rate philosophy of the Interstate Com- 
merce Commission remained restrictive. 

The significance of the Commission’s recent decision, 
granting higher rates on bulk commodities, is that it re- 
flects for the first time a rate philosophy in keeping with 
the broad transportation changes that have come about. 
It concedes that the present return on the railway invest- 
ment is inadequate, but points out that the needed incre- 
ment can not be had from higher rates on non-competi- 
tive freight without unduly penalizing a few groups of 
shippers. The remedy it suggests is a joint rise of com- 
petitive rates by the railroads and other common carriers. 

Like the railroads, the motor carriers and intercoastal 
steamship companies are feeling the pinch of higher costs 
and inadequate revenues. Like the railroads, they, too, 
have learned that traffic gains obtained by competitive 
rate slashing are not worth the cost. There is, therefore. 
a real basis for hope that we may at last see some sane 
co-operation between the railroads, the motor trucking 
industry and the intercoastal steamship companies with 
the aim of improving the revenues of all. Evidently such 
a movement will have the blessing of the Interstate Com- 
merce Commission. Although a horizontal increase in 
the cost of transporting goods, is of dubious national ad- 
vantage, there appears no alternative if efficient service 
is to be maintained. Such a development would radically 
improve the financial outlook of the railroads, but it can- 
not permanently solve the railroad problem unless the 
broader governmental policy works toward preventing 
further increase in railway operating costs. 


YOU WILL PAY THIS TAX... The cost of Social Secur- 
ity, which may or may not increase the individual’s secur- 
ity in the dim future but which at the moment is certainly 


increasing his inscecurity, is strikingly brought out in the 


statement of the head of the General Motors Corporation 
that such taxes will cost his company about $18,000,000 
in 1938 or around $10 to $12 per car. Allowing for the 
cost of Social Security taxes in the materials the company 
consumes, the total effect on the average retail selling 
price of an automobile will be at least $20 and may 
run as high as $25. 

When you buy an automobile next year you will pay 
$20 to $25 to the Treasury, a special tax over and above 
the other “regular” taxes, Federal and local, on this trans- 
action. The Treasury will spend the money, at the same 
time putting into a reserve account an I. O. U. for the 
same amount. When you retire at 65 on a pension rang- 
ing from a few dollars a month up to a maximum of $85 
—the maximum coming to you only if you have paid your 
Social Security taxes for 45 years—the Treasury will take 
the I.0.U. out of the reserve account and borrow from a 
bank or some private investor the amount you are due— 
provided its credit is still good at that time. 

Meanwhile you will have the satisfaction of knowing 
that the $20 to $25 extracted from you when you buy a 
car is making it possible for the New Deal to balance its 
cash income with its cash spending. That is a balanced 
budget, though of a somewhat peculiar kind. 


SIGNIFICANT ELECTIONS ... Apart from the political 


fortunes of the various local candidates involved, the 


elections of November 2nd were more significant in a 
national sense than is commonly realized. Both the 
New Deal Administration and organized labor will feel 
the effect of their outcome in coming weeks. In New 


York City the New Deal attempted a double role in the 
Secretary Ickes was allowed to 


race for mayoralty. 
publicly commend the zeal of Mr. La Guardia, despite 
the fact that official approval went to Judge Mahoney. 
Such strategy, however, is inconclusive and it is probable 
that the result will be taken as a repudiation of the 
national Administration’s sponsorship and thereby dam- 
aging to its prestige. 

On the other hand, John Lewis’ political organization 
took a positive stand in endorsing Mr. La Guardia, and, 
as this is written on election eve, labor stands to benefit 


in New York. Elsewhere unionism’s bold venture into 


politics may be less favorable. In the labor-ridden city 
of Detroit, the probable defeat of the Lewis candidate 
for mayor will force the unions to rely for their political 
influence on the lesser lights in the city council which 
they have backed. 


THE MARKET PROSPECT . . . Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 72. The coun- 
sel embodied in this feature should be considered in 
connection with all investment suggestions. elsewhere in 
this issue. Monday, November 1, 1937. 





Business, Financrau and InvestMENT COUNSELORS ' 





1907 — “Over Twenty-Nine Years of Service” — 1937 








70 





THE MAGAZINE OF WALL STREET 





| 


| 








to 


gr 
sin 
to 


th: 
lea 
Sti 


mi 
far 
de 
Th 
Mi 
ral 
of 

wi 
fro 


bl 
git 
Ge 
Wa 
nif 
rea 
Pri 
Jos 
lan 
acc 


Inc 
are 
En 
Mi 
Ita 


bel 
pre 
spi 
En 
vo 
sul 
lan 
mil 
is: 3 
tod 


tre: 








‘cur- 
cur- 
inky 
| the 
tion 
),000 
the 
any 
lling 
may 


pay 
OVE 
ans- 
ame 

the 
ang- 

$85 
your 
take 
ma 
1e 





ving 
ly a 
e its 
iced 


tical 
the 
in a 
the 
feel 
New 
the 
1 to 
pite 
ney. 
able 
the 
am- 


tion 
and, 
refit 
into 
city 
late 
tical 
hich 


in- 
the 


yun- 
| in 
e in 











Gs 9 Soo JL! 





BY CHARLES BENEDICT 


THE GENIUS OF A SINGLE MAN 


- we are again witnessing the rise of a small nation 
to world power, and the tragedy of the decline of a 
great people through the brilliant maneuverings of a 
single man fired with the dream of restoring his country 
to its dominance of two thousand years ago. 

Whether we like him or not, we cannot but recognize 
that Benito Mussolini is without doubt the greatest 
leader in the world today. Hitler is merely his satellite. 
Stalin is a failure. 

Without a major war, and under our very eyes, the 
map of Europe is being changed by a new type of war- 
fare—by a battle of wits in which each skirmish is a 
decisive victory or defeat. Italy is being revitalized. 
The great power of England is weakening. Already 
Mussolini controls her life-line through the Mediter- 
ranean. And now, the fall of Gijon gives Italy control 
of entire Northern Spain. A glance at the map here- 
with shows that step by step England is being isolated 
from the continent. 

The latest Franco victory puts Italy in a position to 
blockade the French coast in case of war—and now Bel- 
gium is closed to England. The recent 





Russians all working to undermine her political founda- 
tion. The resulting repercussions on the French eco- 
nomic and financial position, her lack of unselfish leader- 
ship until the advent of Mr. Blum, the disintegrating 
effects of attacks on all fronts, the revolts in the French 
colonies, in Morocco, in Syria—all of which has been 
wearing down and placing France in a vulnerable posi- 
tion. 

In the meantime a disturbed France has given Ger- 
many her opportunity. It was Mussolini who encour- 
aged the Nazis to act, just as it was under his guidance 
that Germany entered the Rhine. Every move she has 
made since has been in collaboration with I] Duce. 

The German campaign of conquest follows the same 
plan as that of Italy, as a glance at the map amply 
demonstrates. Germany is gradually extending her in- 
fluence in Middie Europe. She will no longer have to 
fight Poland over the Polish Corridor because the Nazis 
in Danzig now control the situation politically and have 
linked the free city to the Reich—with Poland helpless. 
Also, the Reich is taking (Please turn to page 127) 





German-Belgian neutrality agreement 
was another blow to the British, the sig- 
nificance of which as apparent when one 
iealizes that the wife of the Crown 
Prince of Italy is the former Princess 
Jose of Belgium. Therefore, today Eng- 
land can only count on Holland for 
access to the continent. 

Elsewhere—in Egypt, in Palestine, in 
India and in Africa—the native people 
are being stirred to revolt against the 
English. The Arab leader, the grand 
Mufti of Jerusalem, is on his way to 
Italy to report to Mussolini. 

In the Far East, English officials are 
being shot at and killed and English 
property is being destroyed. Yet, in 
spite of these humiliations and _ losses 
England is unable to act because she 
would be fighting a losing war, with re- 
sulting destruction to the heart of Eng- 
land itself. It is the difficult task of 
minimizing the threat of disaster which 
is confronting the British government 
today. 

The situation in France is equally dis- 
tressing, with the Germans, Italians and 
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Should Stocks Be Purchased Now? 


BY A.T 


j stock market's action over the past fortnight has 
provided conclusive evidence of a change in the inter- 
mediate trend. On October 18 and 19 there was a maxi- 
mum decline of more than 20 points in the Dow-Jones 
industrial average on volume of more than 11,000,000 
shares. More than half of the two-day loss. however, 
had been made up by the close of the 7,000,000-share 
session of October 19, following the most drastic clean- 
out of weak speculative positions in 
many years. 

For eight trading sessions thereafter 
the list remained within a trading range, 
with resistance on the upward side evi- 
dent in the 135-137 range of the indus- 
trial average. It is to be noted, on the 
favorable side, that throughout that in- 
decisive movement volume increased on 
the rallies and decreased on the reactions. 
Moreover, it was evident that the trad- 
ing range was tending to narrow, with 
a rising line of lows on the reactions 
pointing either to an early “break 
through” on the side of advance or a 
fairly stiff technical reaction. The favor- 
able action of the sensitive Dow-Jones 
index was confirmed by the more inclusive averages, with 
the market thus showing an encouraging breadth and 
with the general run of stocks doing as well, if not better, 
than the speculative leaders. 

As this analysis is written, the market has pushed 
through to a new high of the short-swing recovery on 
substantial volume and under the leadership of the steel 
group. This promising performance rested on the in- 
creased optimism created by the previous technical indi- 
cations summarized above, stimulating news from Wash- 
ington and a Bethlehem Steel report showing backlog, 
bookings and current operating rate higher than had 
been realized. 

The odds are now unquestionably on the constructive 
side. A firm base has apparently been established. Sub- 
ject to the usual irregularity and occasional technical 
reactions, the intermediate recovery will be extended 
over coming weeks and possibly into the new year. 

We must say frankly that in the technical pattern of 
the 1937 market and in the existing politico-economic 
setting we see little basis for attempting a guess as to 
the upper limit of this intermediate recovery. The fact 
is that the outlook at present appears much clearer for 
near-term speculation than for long-term investment. 
We have seen a minor bear market this year, and we are 
now in an indeterminate phase which will probably prove 
of extended duration. A similar broad trading range 
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prevailed from the late summer of 1933 to the spring of 
1935, offering abundant opportunities for short-swing 
and intermediate trading, but without net betterment, 
on the average, of investment positions in common stocks. 
The N R A decision and the cumulative effect of Federal 
deficit financing—piling up bank deposits and injecting 
purchasing power into the economic system—finally 
turned the tide upward. 

If one assumes the bear market has 
not ended, a normal intermediate recov- 
ery should make up anywhere from 40 
to 60 per cent of the ground lost be- 
tween the August highs and the October 
lows, with such movement followed some 
time in the first quarter of 1938 by sub- 
stantial reaction and possible test of the 
former lows. 

We can see at least a possibility, how- 
ever, that the recovery now under way 
may “double cross” present speculative 
skepticism by proving more substantial 
than is generally expected. It must not 
be forgotten that the policies and actions 
of the Government provided the back- 
bone of the 1933-1937 bull market and 
the accompanying business recovery. The policies and 
actions of the Government were largely, if not chiefly 
responsible for this year’s deflation. What the Govern- 
ment will do is the biggest question mark in both the 
near-term and longer-term outlook. 

Now all indications from Washington to date show 
that the Administration is keenly alive to the compelling 
political necessity of doing everything possible to keep 
the business reaction within bounds and to encourage 
a renewed economic recovery. There are Congressional 
primaries ahead next spring and Congressional elections 
in the autumn. The New Deal is definitely on the defen- 
sive and will be increasingly “on the spot” as deepening 
business decline reflects itself in employment, payrolls 
and Federal revenues. The “ins” are always blamed for 
unsatisfactory economic conditions; and the economic 
trend is now more closely associated with Federal pol- 
icy in the public mind than ever before. 

The most significant and encouraging thing in the 
Washington news is the apparent agreement that the 
missing link in the present position is the lack of confi- 
dent private long-term investment. There is no appar- 
ent disposition to rely on “shots in the arm,” such as 
monetary or credit tinkering. All signs point to a will- 
ingness to improve in one way or another the terms and 
conditions under which private money operates. It may 
be confidently predicted that the recent lowering of 
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upward, subject to normal technical reactions. 


The intermediate trend of the stock market is now definitely 


Washington 


developments are increasingly on the constructive side. We 


advise selective purchases of equities in periods of recession. 


margins by the Federal Reserve Board is merely the 
first in a series of New Deal moves aimed at arresting 
business deflation and turning the trend upward. These 
moves will probably include revision of the undistributed 
profits tax and probably revision of the capital gains 
tax. They may include elimination of the undistributed 
profits tax and a broad revision of the entire Federal tax 
structure aimed primarily at lessening the curbs on 
business expansion and capital investment. 

The importance of the apparent shift in emphasis 
from arbitrary “money management” to conciliation of 
business and capital can not be over-emphasized. No 
matter what one thinks of Mr. Roosevelt’s economic 
theories or motives, the primary fact is that the shift 
from Government “reflation” to private capital initia- 
tive that the New Deal is now trying to negotiate is 
being forced by the practical realities of the present 
situation. The President really has no option. Easy 
money ‘has been pushed to such an extreme that control 
of interest rates can no longer be used as a weapon of 
stimulation. Deficit financing in the proportions that 
would be needed to offset the present deficiency in em- 
ployment of private funds is virtually impossible—on top 
of the $18,000,000,000 of unsuccessful pump-priming that 


has already been done—without presenting the threat 
of a destructive inflation. The prestige of the whole 
New Deal concept of managed money and planned 
economy has suffered a major blow that can hardly fail 
to sober the Administration and influence Congress even 
more. There is now no safe alternative for the New Deal 
but to make terms with private capital. 

We do not for a moment hold that an effective com- 
promise between the New Deal on the one hand and 
business and finance on the other can be quickly con- 
summated. It may be disappointingly slow. It may be 
that the initial concessions to capital may not be ade- 
quate. Nevertheless the hopeful fact remains that right 
now the Federal Government in economic policy is mov- 
ing sharply to the Right and away from the Left. 

Unfavorable business statistics over the rest of the 
vear are now generally expected and have been dis- 
counted by the stock market. We believe the trend of 
policy at Washington will be the key factor for some 
time to come and that developments in this respect will 
be favorable. Accordingly, we favor purchases of sound 
stocks at least for intermediate holding in periods of 
technical reaction. Suggestions will be found on pages 
96 and 104 of this issue. 
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Recession is in progress—but how far, 


how long, and with what consequence? 


Those are the questions. 


Business 
from Now to the Year-End 


BY 


Now that the stock market has quieted down at an 
improved level, with the storm apparently over, the 
spot light shifts to the trend of business. Throughout 
the reaction which began in August, the market sta- 
tistics were much worse than the business figures. This 
relationship is now in process of being reversed. The 
business decline is gathering momentum; and the un- 
favorable changes that the market has discounted- - 
and probably over-discounted—will 
show up during coming weeks. 

This would be alarming if it were 
unexpected and if the market had 
not fully taken it into the reckoning. 
Under the circumstances, we can 
take real comfort in the thought 
that the faster the readjustment of 
prices, inventories and production 
proceeds, the sooner will it be com- 
’ pleted. Moreover, the worse the 
business picture becomes during the 
rest of the year, the stronger will 
become the probability that business 
and finance will gain more than they 
lose at the hands of Congress in the 
special and regular sessions just 
ahead of us. Declining business, em- 
ployment and payrolls will do more 
than anything else to bring revision 
of those New Deal policies which have proved economic- 
ally unwise. This is the bright side of the drab business 
reports that will be coming in at least over the next 
two months. 

The question of immediate interest concerns the depth 
and duration of this reaction, and the timing of a new 
phase of recovery. It would be a much easier question 
to answer if the visible maladjustments were entirely of 
internal business origin. The commodity price inflation 
and forward buying which preceded this reaction were 
far less important, in degree and duration, than those 
which in 1919-1920 set the stage for the 1920-1921 de- 
pression. The expansion of speculative credit, corporate 
debt, construction and industrial facilities during the 
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1933-1937 recovery is not remotely comparable to that 
of the 1924-1929 boom period. 

That is to the good. It would seem to justify the 
belief that internal business readjustments can be com- 
pleted in a relatively short time, establishing a solid 
base for renewed advance by the second quarter of 1938. 
Unfortunately, the picture is not nearly this simple. 
The fact is that Federal spending and Federal credit 
expansion provided the backbone of 
the New Deal recovery; that the 
termination of this planned reflation 
ushered in the present deflation; 
and that under the terms imposed 
upon it by the New Deal private 
capital is not at present prepared to 
step into the breach and carry ex- 
pansion forward. 

In short, the history of past busi- 
ness expansions and contractions 
may mislead, rather than help, the 
present-day business forecaster. The 
policies and actions of the Govern- 
ment had far more to do both with 
the recovery we have seen and the 
present recession than was ever so 
in past variations of the business 
and price trends. 

Hence the Government, rather 
than business, is the biggest question mark in the pres- 
ent situation. What it does or fails to do in revising 
present restrictions and in dealing with proposed new 
restrictions will probably go far toward determining the 
duration and depth of the business reaction. Even 
more certainly will a renewal of economic progress along 
sound lines depend upon what the Government does or 
fails to do in establishing terms under which private 
capital and private credit can proceed with reasonable 
assurance and confidence. 

It appears a wholly safe forecast that some concessions 
are going to be made to business by Washington. On 
the positive side, revisions easing the adverse effects of 
the undistributed profits and capital gains taxes seem 
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likely. On the negative side, the political pressure set 
up by adverse economic conditions quite likely will 
keep any new business legislation within moderate and 
reasonable bounds. 

Such compromises or, rather, expectations of them, 
are more likely to contribute to a rally in business activ- 
ity early in the new year, than to clarify the longer 
economic picture. It will take more than a relatively 
minor business reaction to force a basic revision of the 
New Deal philosophy of planned economy. 

Even under basically adverse conditions, however, 
business activity can be relied upon to show periodic 
rebounds. Sharp fourth quarter contraction has very 
frequently been followed by a January-February rise. 
In 1923 the seasonally adjusted index of the Federal 
Reserve Board sagged down from a high of 106 in May 
to a December low of 97, followed by a rise to 100 in 
January and to 102 in February. In the 1927 business 
reaction, this index made a low of 101 in November, 
rose to 102 in December, to 107 in January and to 109 
in February, the latter mark not being surpassed until 
August. In 1929 a low of 103 was reached in December, 
followed by rally to 106 in January and 107 in February. 
Only the years 1932 and 1933—when deflation was run- 
ning in full fury—saw failure of a January-February 
rebound to develop. 

As measured by the Reserve Board index, it is virtu- 
ally certain that the fourth quarter reaction will be much 
sharper than that of 1923, when the decline from the 
end of September to December was only from 100 to 97. 
This means that the readjustment of prices, inventories 
and production is now going on at a much swifter rate 
than in the 1923 reaction. That should increase the 
probability that the year’s low point in business volume, 
whether established this month or in December—as is 
more likely—will be followed by a considerable January- 
February upturn. It would be, indeed, a foolish prophet 
who ventured beyond that. 

It is to be doubted that more than minor decline in 
employment will be seen during the remainder of the 
year. Seasonal gains in retail trade and a few other 
lines will partly offset declines in industrial employ- 
ment. In industry, moreover, the tendency is to spread 
the work, with elimination of overtime and curtailed 
hours showing up much more decisively on payrolls 
than in employment statistics. Aggregate factory pay- 
rolls for November and December will be materially 
lower than a year ago. Although the estimates of 
a few months ago have had to be scaled down, farm 
income will remain substantially higher than a year 
ago. The readjustments now under way in_ busi- 
ness, however, were not made necessary by anything 
that happened to consumer income. Neither will a 
relatively good level of consumer income prevent such 
readjustment from going further over the next few 
weeks. 

In striking contrast to the forward stocking of goods 
early this year—a movement stimulated by rising prices 
and fear of widespread labor difficulties—throughout 
most industries today efforts are being made to reduce 
inventories of raw materials and finished goods as rapidly 
as possible, and such new buying as is being done re- 
mains on a cautious, hand-to-mouth basis in the absence 
of proof that prices have stabilized. Price declines are 
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tending to spread from raw materials to various finished 
goods. Inventory liquidation in the present setting 
strengthens cash positions, provides funds for paying 
off or paring down temporary banking loans and safe- 
vuards, partially or wholly, against inventory losses in 
the year-end accounting. The automobile companies, 
for example, are using considerable steel that had been 
stored against possible emergencies. This explains why 
the industry’s purchases of steel have been slow to show 
any substantial expansion thus far, although production 
of the new models is rising rapidly. The steel industry 
itself at the moment is drawing on its own built-up 
supplies. Even though the motor industry’s buying of 
steel will have to increase very soon, it appears likely 
that the steel operating rate in the near future will fall 
under 50 per cent of capacity, against better than 85 
per cent at the year’s high. 

Railroad car loadings have passed their seasonal peak 
and the reaction in industrial production now under 
way makes it certain that loadings of freight over the 
near term will show greater than seasonal decline. Ap- 
parently the clouded business prospect outweighs the 
recent moderate increase in freight rates granted by the 
Interstate Commerce Commission, for the carriers con- 
tinue to hold their spending to a minimum. The rail- 
road equipment manufacturers have largely used up the 
backlogs of orders accumulated early this year and in 
the latter part of 1936; and in consequence, with new 
business virtually at a standstill, operations have been 
sharply curtailed. 

Buying of heavy machinery has slumped abruptly. 
Domestic orders for machine tools remain at a fairly 
satisfactory level, but are declining and can be expected 
to drop well under the year ago (Please turn to page 118) 
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Where Stock Market Regulation 
Has Failed 


BY LLOYD P. TOMES 


‘on morning newspapers had carried nothing of Ger- 
many invading France. 


Nor, so far as we knew in this country, was the domestic 
credit situation other than sound and business other 
than reasonably good. Yet, on Tuesday, October 19, 
there was a complete break-down of the American ma- 
chinery having to do with securities. Stocks floundered 
in utter collapse: bonds, including governments, slumped. 
Nash-Kelvinator, a sound company earning and paying 
dividends, had been selling at the close of the market 
on Monday at $10.50 a share. It opened on Tuesday 
at $5 a share—an over-night decline of more than fifty 
per cent. Although the stock on the same day subse- 
quently recovered to $10, it merely made those unfor- 
tunates who had been scared out or forced out at the 
opening feel that much worse. 

Is this the protection that the stockholder thought he 
was obtaining under the New Deal and, more spe- 
cifically, under the regulating heads of the Securities & 
Exchange Commission and the Federal Reserve Board? 
It is conceivable that sudden news might be sufficiently 
important to justify such gyrations, but under the cir- 
cumstances they are nothing less than a public scandal. 

The last time we had a crash similar to the one we 
have experienced this year occured in 1929 and the 
country-side echoed with the rantings and pleadings of 
politicians. Curb the speculative excesses, manipula- 
tions and general misbehavior of “Wall Street”! A 
stupid, money-mad public was blamed not at all in 
those days and it is only at hindsight that an unsound 
credit and business situation has been given a share of 
the responsibility. The present Administration accepted 
what it thought was a challenge and Wall Street was 
confronted at every turn with two drastic laws having 
to do with dealing in old securities and with the issuance 
of new. The Securities & Exchange Commission, with 
tremendous powers of discretion, was set up to adminis- 
ter all phases of the new laws, other than that having 
to do with the granting of credit. This was placed in 
the hands of the Federal Reserve Board. Notwith- 
standing what was done, events of the past few weeks 
show conclusively that, although the regulation of the 
security markets may have removed a number of abuses, 
it has not prevented disastrous crashes. A crash such 
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Neither, apparently, had there 
been any declaration of war on the part of England. 


as we have just had is prima facie evidence of substan- 
tial failure. We have not had the orderly market which 
the law and the Securities & Exchange Commission exist 
to give us. 

Washington can neither dodge a major responsibility 
nor feign lack of interest. The Administration holds its 
seat only by virtue of improving business and because 
improved business may be made to yield larger taxes 
with which to carry out costly schemes. The psycho- 
logical effect alone of a wide-open break in the stock 
market is enormously damaging to business. When 
security prices are dropping like a plummet business- 
men just will not buy new and improved equipment, 
carry out major repairs to plant, or even hold normal 
stocks of goods on hand. Then there is the actual 
effect of declining securities: corporations constantly 
need large sums of money for expansion and they have 
to forego the expansion when the money cannot be 
found as is the case during a severe decline in the price 
of stocks and bonds. The papers today are full of new 
issues which have been postponed until they can be sold 
under more normal conditions. 


Short-Selling a Minor Factor 


We hear again the old cry it is short selling and bear 
raids that have wrecked our markets. Representative 
O’Connor of New York apparently holds this view. 
What utter nonsense! Under the regulation that a short 
sale may not be made at a price lower than the last sale, 
it is almost impossible to raid the market. To contend 
that it is done through foreign exchanges is too tenuous 
to hold water. Moreover, the latest official figures on 
the short position show it to be small in the first place 
and that during the whole month of September it 
increased a mere 600-odd shares. 

No, there is no handy scapegoat. Our present security 
markets are fundamentally defective in that they are 
unable to absorb a reasonable amount of selling at a 
reasonable concession in price. It has been said that 
they lack breadth—are too thin. And that such is 
the case is quite obvious. 

Do not let us take the attitude, however, that because 
there is something fundamentally wrong the regulations 
that have been imposed on the markets are fully 
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entirety. Let us concede that the idea of “truth in 
securities” is an excellent one, that there is danger in 
excessive speculation and, finally, that past history 
shows insiders to have taken advantage of their position 
a sufficient number of times to make it worthwhile to 
inquire as to whether their unethical activities can be 
curbed. We can concede all this and still take the posi- 
tion that what has been done to remedy abuses has gone 
beyond what might have been a happy medium between 
over-speculation and a reasonably broad market in which 
there necessarily must be some speculation. 

Among the factors which have contributed to defective 
security markets are: (1) Over-onerous margin require- 
ments, (2) too much hampering of insiders’ operations 
and those of wealthy men, and (3) the general uncer- 
tainty which always surrounds discretionary powers 
which have not been amply clarified by time. 

Recognizing the justice in the first of these points, the 
Federal Reserve Board has just reduced margins from 
55 per cent of a security’s market value to 40 per cent. 
In other words. a customer may now buy a hundred shares 
of stock selling for $100 a share by depositing with his 
broker $4,000 instead of the $5,500 which was demanded 
previously. 

It was also announced at the same time that a margin 
of 50 per cent would be required on all short sales. Pre- 
viously, a large section of the public had erroneously 
supposed that the Stock Exchange requirement of a ten- 
point margin on short-sales meant that, whereas $5,500 
was necessary to buy a hundred shares of stock selling 
for $100 a share, the same stock could be sold short for 
$1,000. This, of course, was not the case: the ten points 
was a minimum and the customer’s broker demanded 
a great deal more cash on a short sale of this kind or 
that there be an offsetting long account. Moreover, it 
might be noted that the ten points applied to all short 
sales and that $1,000 margin would be required on a 
short sale, even though the 
stock were selling for no more 
than $1 a share. Although the 
recent announcement of the 
Board clarifies the short sale 
situation to a large extent, it 
is a pity that long and short 
stock have not been given 
identical margin treatment. 
The fact that short selling is 
now penalized carries the im- 
plication that this type of 
trading is undesirable and 

may have had something to 
do with the recent decline. 
Any regulation that tends to 
stress the nefariousness of 
short selling caters to a public 
misapprehension. 

Our margin requirements, 
even as presently constituted, 
probably continue to have one 
fundamental defect: they are 
higher than required on Amer- = 
ican securities elsewhere and 
this tends to drive business 


responsible and should therefore be scrapped in their 





abroad where it cannot be regulated by us at all. 

The second factor which was enumerated as contribut- 
ing to market defects was the hampering of insiders. This 
applies also to floor traders and specialists. Today, the 
specialist’s position is an untenable one: in addition to 
being classified with the general public so far as margins 
are concerned he is confronted with a hundred other 
regulations which hamper him in performing his really 
beneficial role of steadying the market. The specialist 
should be given greater scope and above all he should 
be freed from the onus that the burden of proof is his. 

Mr. Aldrich of the Chase National Bank expressed an 
interesting idea in a recent speech on the subject of in- 
siders’ operations. He suggested that the profits of in- 
siders (corporate officials. directors, et al) should be 
exempt from seizure if they were derived from trans- 
actions which were made within a fixed time of a sharp 
break. The theory, of course, is that this would tempt 
insiders to support the stocks of their own companies in 
a time like the recent break which brought unwarrant- 
edly low prices. 

Although this idea is worthy of keen study, we wonder 
whether it would not be wise to broaden the study to 
include insiders’ operations as a whole. Today, we say 
virtually that the officers and directors of a company 
cannot make a profit on the stock of their own company 
which has been held for less than six months, for such 
pre-supposes the unethical use of “inside” knowledge. On 
the other hand, there is nothing—except possibly pub- 
licity—to prevent an officer or a director from selling due 





to inside knowledge. Stock held for more than six months 
can be sold and the profit. 


(Please turn to page 120) 
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An Appraisal of the 
Long and Short Term 


Prospect 


BY WARD GATES 





is spectacular progress of the steel in- 
dustry over the past two years has been a 
key factor in the country’s economic re- 
cuperation. The difference between 1936- 
1937 steel production and that of 1934-1935 
is approximately 40,000,000 tons of ingots. 
Since demand for steel, like that for chem- 
icals, mirrors the activity of numerous 
diverse industries, the scope of recovery in 
steel is a reliable measure of the general 
recovery. 

Through the first three quarters of this year steel was 
being turned out in record high volume, despite the fact 
that total per capita business activity remained substan- 
tially under former peak levels. This means that steel 
was among the select group of industries—mainly young 
ones—which had recovered in greater degree than the 
national economy, even though two of its important 
markets—building and the railroads—continued seri- 
ously depressed. Unfortunately, the significance of this 
performance is somewhat obscured by the fact that it 
was accomplished partly with the temporary aid of 
heavy forward buying earlier this year, the penalty for 
which is now being paid in much reduced orders and a 
sharp decline in mill operations. 

On the evidence now available, it appears likely that 
the year’s steel output will be somewhere near 50,000,000 
tons of ingots, roughly 10 per cent under the peak 
volume of 1929, very close to the output of 1928 and, 
with the exception of those two boom years, much the 
largest production ever attained. 

But however interesting recent and current trends 
may be, it is to the future that the business man, the 
investor and the speculator must necessarily look. We 
have entered a period of economic reaction which is 
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Steel Operations Should Go Higher 



























Courtesy Carnegie-Illinois Steel Corp. 
Pouring Molten Iron into Open Hearth Furnace, for Conversion to Steel. 


likely to be of considerable scope and which probably 
will extend at least into the forepart of next year. 
Demand for steel, as for all durable goods, is subject to 
very sharp fluctuations. This is true not only in the 
underlying cyclical swings, but also in the intermediate 
reversals of trend such as the present movement is gen- 
erally interpreted as being. Thus, while total business 
activity so far has suffered a relatively moderate re- 
action, within a few weeks steel operations have slumped 
from more than 85 per cent of capacity to 51 per cent 
of capacity, a decline of 40 per cent. Unless there is a 
prompt rebound, earlier estimates of the year’s earnings 
of virtually all steel makers will have to be revised down- 
ward, and so will earlier estimates of the year’s business 
activity. 

In relation both to business volume and to the security 
market, the trend of steel during the rest of the year is 
of major interest. Of even more concern to business 
and the security market is the longer term steel pros- 
pect. Assuming the underlying expansion of business 
activity gets under way again some time in 1938, are 
the potentialities in steel great or small? Having ad- 
vanced—a few weeks ago—within striking distance of 
the 1929 level, is steel, like the motor industry, close 
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to maximum probable demand? Upon the answers to 
these questions largely depend the future profits of steel 
manufacturers and the future trend of steel securities. 

So far as the near-term outlook is concerned, it is 
probable that the present operating rate—which is un- 
doubtedly under the current rate of steel consumption— 
is fairly close to bottom for the year. Backlogs 
built up earlier in the year having run off, the curtail- 
ment represents either a complete or nearly complete 
adjustment of production to current new orders. New 
orders are more likely to stabilize or increase over the 
rest of the year than suffer further important relapse. 
This forecast rests upon analysis of the major steel 
consuming markets. 

Buying of steel by the motor industry—biggest single 
market—will soon be on a rising plane. If any revision of 
motor schedules has to be made, as a result of sales run- 
ing under expectations, it is more likely to be made next 
year than during the remaining few weeks of this year, 
since the most active possible production in the present 
yuarter—taking advantage of relatively quiet labor con- 
ditions—could not overstock dealers. 

Miscellaneous demand, accounting for about a fourth 
of all steel sold, is holding up fairly well at the present 
reduced level, and so is demand from the machine tool 
industry. Volume of steel going into containers, ship- 
building, farm equipment and exports remains at a high 
level. The two backward markets—construction and 
the railroads—have been at a low level for some time 
and, negatively favorable, are unlikely to get any worse 
over the near term. The recent announcement of higher 
freight rates made by the Interstate Commerce Com- 
mission should be followed by a moderate in- 








much faster, obviously, than the population grew; and it 
is worth noting that in the boom decade of the 30’s the 
percentage increase in per capita production was smaller 
than in either the decade from 1910 to 1920 or the 
decade from 1900 to 1910. 

A host of factors determines the potential long term 
expansion of any industry. Disregarding cyclical de- 
pressions and booms, what is a reasonable expectation 
of secular growth in steel demand? To get at even an 
approximate answer, one must balance unfavorable 
secular trends in some steel markets—such as railroads, 
exports and probably oil and gas pipe lines—against 
favorable secular trends in newer markets—such as 
alloys, and sheets and strip going into a great variety 
of consumers’ durable goods other than automobiles. 
In the same calculation, one must conclude whether 
secular growth in the motor industry, in metal contain- 
ers, in farm equipment and in machinery is ended. 

Purely as conjecture—but having a bearing on the 
potentialities in steel—let us assume for the moment 
that no depression swept over us at the close of 1929. 
On that assumption, projecting the per capita growth in 
consumption shown either in the 1920-1929 decade or 
that of the preceding decade, per capita consumption of 
steel this year should be around 1,014 pounds, whereas 
the actual figure is only approximately 843 pounds. 
Hence we may say that the steel industry has not re- 
covered almost to the best level of the past, but would 
have to expand production by more than 20 per cent 
above the 1937 volume to equal the best previous per- 
formance. This would require upward of 67,000,000 
tons of steel a year or virtually 100 per cent operation 





crease in railroad buying. 
Present quotations of steel shares have more 
than discounted any possible slump in fourth 
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quarter earnings. Even if one assumed that 
the industry as a whole will earn nothing in this 
final period of the year—an assumption not at 
all justified—leading steel stocks are currently 
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priced at only 7 to 8 times earnings per share 
already made during the first nine months of 
the year. For this reason, the performance 
of the steel shares during the rest of the year 
will be shaped far more by the trend of the 
general market and by speculative and invest- 
ment appraisal of the longer term potential- 
ities, than by any near term changes in operat- 
ing rate or profits. 

Before attempting to appraise the longer 
steel prospect, it is desirable, for the sake of 
proper perspective, to analyze in realistic 
fashion the present position of the industry. 
It is misleading to compare total volume of 
steel production with that of any past period, 
unless due account is taken of both growth of 
population and the secular expansion of per 
capita consumption by which the industry had 10 
been favored for decades prior to the depression. 

The production of steel per capita in this 
country in 1900 was 263 pounds; by 1910 it was 
546 pounds; by 1920 it was 771 pounds and in 
1929 it was approximately 906 pounds. In each 
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of existing capacity, as enlarged during recent years. 

No industry, however, can indefinitely maintain a 
previous rate of long term growth. The nation itself 
is moving toward “economic maturity.” Impressive as 
has been the per capita expansion in steel production in 
terms of pounds, the percentage gain over the past thirty 
years shows a much less dynamic pattern. Thus per 
capita output increased more than 100 per cent between 
1900 and 1910, but only some 41 per cent between 1910 
and 1920 and only approximately 17 per cent between 
1920 and 1929. If we assume, for example, that the 
secular growth factor is now 25 per cent less rapid than 
in the decade preceding the depression, the theoretical 
per capita production this year should be around 987 
pounds. If we assume the secular growth factor has 
been cut in half, which is unlikely, per capita consump- 
tion under generally favorable politico-economic con- 
ditions should be substantially in excess of the best level 
that will be attained this year—sufficiently above it to 
make possible a very large expansion of the industry’s 
present earning power. 

The most significant change in the steel picture has 
been the remarkable expansion of markets for the so- 
called light steels—sheets and strip; the aggressive pene- 
tration of this field by manufacturers formerly dependent 
largely on heavy steels—such as United States Steel, 
Bethlehem and Youngstown Sheet & Tube—and the 
great expansion of sheet rolling facilities by all major 
companies. 

Comparing present markets with those of the pre- 
depression decade, there have been large increases— 


both in tonnage and percentage—in volume of steel 
going into automobiles, “miscellaneous” uses—the big- 
gest class of all—containers and machinery; with a mod- 
erate increase in the agricultural market, which includes 
implements and equipment, wire, metal roofing, etc. On 
the other side of the picture, steel going into construc- 
tion, the railroads, the oil and gas industry and the 
export market is in much smaller volume than formerly. 

Leaving out of consideration the top years of the last 
boom and comparing the market of 1922-1926 with that 
of last year—no later breakdown of distribution being 
available—we get the following net result: Total demand 
from building, railroads, oil and gas industry and exports 
down 6,550,000 tons of finished steel a year; total demand 
from the motor industry, miscellaneous consumers, the 
container industry, machinery and agriculture up 7,814.- 
000 tons a year. 

Maximum utilization of present steel making facili- 
ties, plus those under construction, would require further 
substantial expansion of the markets for light steels and 
a considerable recovery im the presently depressed mar- 
kets, notably construction and the railroads. From the 
point of view of the steel industry, it is impossible to see 
dynamic potentiality in either building or railroad mar- 
kets. Some improvement eventually in the present low 
level of rail buying is likely, but its scope will depend 
largely upon the degree of improvement in rail revenues 
and earnings, which in turn depend upon traffic and 
cost trends beyond even approximate long range fore- 
cast. In no event, as far ahead as we can now see, is 
rail demand for steel likely to approach former peaks. 
Eventually there is almost certain to be a tremendous 
expansion in construction, but it does not follow that it 
will create a demand for steel equal to that in the last 
great cycle of building expansion. The biggest deficiency 
is in low or medium cost housing, both as to family 
homes and apartments. This type of construction uses 
little steel. For office buildings, hotels and expensive 
apartment houses which require a steel frame, there is 
no potential boom in sight. In public works, including 
bridges, activity in recent years—financed in a borrow- 
ing splurge that is now apparently waning—has prob- 
ably exceeded what can be expected over the next sev- 
eral years. There is substantial potentiality in com- 
mercial and industrial construction, but its fruition will 
depend largely upon the politico-economic trend and new 
capital financing. At the peak of the last boom, the 
latter two clases of construction constituted less than a 
fourth of the total. 

Turning to the other major markets, the motor indus- 
try and miscelleanous consumers now take some 47 per 
cent of all steel manufactured. The best that can be 
expected of the motor market is stability or moderate 
expansion. The dynamic secular growth is over. As 
compared with the 30’s, miscellaneous demand for steel 
has expanded by about one-third or something more 
than 2,000,000 tons a year. This market appears subject 
to further long term growth, but probably not at the 
recent rate. For example, the mechanical refrigerator 
market—now at a boom level—is probably only a few 
years removed from the replacement stage, with a far 
lower rate of replacement indicated than in automobiles. 
In fifteen years use of steel in containers has more than 
doubled, far out-running (Please turn to page 120) 
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recovery in building was checked. The most significant 
relationship bearing upon the volume of construction is 
that between rents and the cost of building. Rents were 
rising steadily while the cost of building remained stable 
through 1935 and part of 1936. Not until this year did 
the cost of building rise faster than the uptrend in rents. 
The fact that it did so was chiefly responsible for a reac- 
tion in building. Due to lower prices for materials, 
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building costs are now declining moderately, while rents 
continue to point up. If these trends continue a new 
start will be made toward making up the accumulated 
building deficiency shown in the chart at the top of the 
page. The cost of buildmg labor remains at a record 
high, out of line with most other fields. Lower prices of 
materials will permit only a moderate decline in total 
costs. This will nevertheless result in an improved eco- 
nomic relationship if rents continue to rise. 
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Retail 


Confounds 


Trade 


Pessimiusts 


BY JOHN GUERNSEY 


ja has been no rush of retailers to high windows 
these last few weeks, except perhaps to close the win- 
dows. Had retail sales reflected the same doubt of the 
future by the consumer that Wall Street registered in 
its rush to dump sound securities, we could have seen 
a panic as real as those of 1907, 1914 and 1933. The 
Street is still not the United States, and the American 
public is buying and consuming as much as ever, not 
through ignorance but through confidence. 

Almost everyone has an explanation for what struck 
the market and slowed up business all around, but the 
saving grace is that no two explanations agree. Even the 
perennial Misleading Economists have found themselves 
with an audience, and in their eagerness to talk have 
been forced sometimes to tell us things they haven't yet 
found out. Their themes recite an increase in instalment 
credit, curtailment of relief spending, absence this year 
of the soldiers’ bonus, demoralization of prices and the 
charge that retail sales indexes must be wrong because 
the increases are not reflected in production activity. 
Why, they ask, is there a slump in the face of higher em- 
ployment and wages, and the 9 billions of farm income? 


"Retail Sales Don't Show It" 


A dispassionate appraisal of the retail situation may 
throw light on what is ahead. “Retail sales don’t show 
it!” has been about the only challenge to the panic- 
mongers for which they have devised no answer. 

There has been not even one single break in the record 
of monthly sales increases since the retail buying tide 
turned in August of 1933 (or October or November in 
some sections of the country) . 

Alarmists have made capital of the fact that the rate 
of sales increases has fallen throughout 1937. Without 
further explanation they cite that for the first four 
months the increase averaged 11.4 per cent; for the next 
three months only 4.9 per cent; for August 5.3 per cent, 
and for September 4.6 per cent. That looks bad! But 
the facts show that there is no change in the steady 
upward trend—yet. An abnormal bulge for a few months 
in the summer and fall of 1936, caused by bonus spend- 
ing, is what distorted comparisons of 1937 months with 
those of 1936. 

But the months of 1937 compared with 1935 show no 
change in trend. Raleigh W. Dawson, recognized author- 


ity on sales forecasts, provides the following figures, 
which show that September was fully up to the high 
record set at the beginning of the year: 


Retail Sales, in Millions of Dollars 


Percent Increase 


1937 °'37 over'36 ‘37 over'35 

















1935 1936 
Jan.-Feb.-Mch.-April $10,153 $11,062 $12,327 +11.4 +21.4 
May-June-July. ...... 8,162 9,685 10,158 + 4.9 +24.4 
0 ee 2,546 2,796 2,945 + 5.3 +15.6 
September...... oh wes 2,384 2,844 2,975 + 4.6 +24.8 
Year to Oct. 1st..... $23,245 $26,387 $28,405 + 7.7 +22,2 
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The need for comparisons with 1935 is that the sum- 
mer and fall of 1936 were sweetened by release into retail 
trade channels of the soldiers’ bonus, loosely stated to 
have totaled two billion dollars. The best information 
available is that about 40 per cent of the 2 billions was 
soon spent. Compared to the 38 billions of retail sales 
that year, this amount—2 per cent—had little effect on 
the general trend, although it did upset percentage com- 
parisons of recent months with the “bonus months” of 
1936. Monthly comparisons with 1935 avoid this dis- 
tortion of the ratio of monthly increases. There has 
been no slowing up. There may be now, for everything 
possible seems to have been done to arouse fear and 
encourage curtailment of normal consumer buying. The 
very leaders to whom the small business men of the 
country should be able to look for sound advice are 
leading the anvil chorus. 


Two Phases of the Slump 





Production indexes—and most business activity in- 
dexes are abnormally weighted by production factors— 
were far above retail sales throughout last winter and 
spring. Nearly every industry from steel to hosiery was 
working close to capacity to produce in anticipation of 
labor trouble, and price increases expected to average 
at least 10 per cent—price increases that didn’t mate- 
rialize. Retailers, for once, did not load up unduly and 
the surplus piled up in producers’ and wholesalers’ hands. 

Nobody worried at the time, because price increases 
promised a profit anyway. The threat of long suspen- 
sions by strikes dissolved with the winter snows. Con- 
sumption continued normally but it couldn’t absorb both 
current production and accumulated stocks. When back- 
log orders were filled there was nothing to do but shut 
down for a while. 

But all of that had been faced and discounted by the 
middle of August. The cause for any further slump in 
security values certainly did not exist in the retail field, 
nor in any other factors which can be measured. Retail- 
ers now are revising their sales and buying plans down- 
ward, but that can be charged only as an accessory act 
after the crime of implanting fever germs in a previously 
placid bloodstream. 

When things were booming last winter the heavy- 
goods men complained that retailers were not keeping 
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up with the procession. They were, but not ahead of the 
steadily rising demand of consumers. Now that produc- 
tion has been forced to pause to await absorption of that 
speculative overproduction, heavy-goods men and index 
readers think that all business is in a similar recession. 
The automobile industry is not, although 60 per cent of 
automobiles are bought with incomes under $2,000. The 
household appliance industry is not, although Nash- 
Kelvinator surveys indicate that only 5 per cent of appli- 
ance buyers have incomes over $5,000; 10 per cent from 
$2,500 to $5,000; 15 per cent from $1,800 to $2,500, and 
70 per cent below $1,800. Certainly the retail industry 
is not in a recession. But all can be if political and busi- 
ness leaders continue to exude gloom. 

Of course production is off. Of course car loadings are 
lower. It is to be expected that lead, copper, scrap, cot- 
ton and other basic commodity prices are lower than 
the increased prices set hopefully during last winter’s 
boom when 10 and 15 per cent jumps were commonplace. 
But retail prices, because they did not go up correspond- 
ingly, have not receded. The Fairchild retail price index 
Was 87.2 at the beginning of 1935; rose to 88.0 during 
that year; to 90.8 by the end of 1936; now stands at 96, 
and has held there since July. 

Average weekly wages in 2,000 plants in 25 industries, 
employing 20 per cent of all factory wage-earners, aver- 
aged $21.50 at the beginning of 1935; rose that year to 
$23.50; reached a peak of $28.50 in the spring of 1937, 
and now stands at $27.50. For comparisons the average 
wage was $27.50 in 1926 and $28.50 in 1929. Placements 
by the U. S. Employment Service in September were 42 
per cent above those of a year ago, and applications 
fell 32 per cent. 


Four Sales Factors 


Obviously industrial payrolls, one of the four factors 
contributing to retail sales, are responsible for much 
of the continued increases and may cause some sales 
recession this winter in reflection of heavy layoffs. The 
second factor, white-collar workers, seem to have re- 
ceived some salary increases but broad data are lacking. 
As a class they exert the most effect on retail sales in 
all but the food category. Their buying should continue 
unchanged unless the scare campaign is kept up. The 
third factor, affecting medium (Please turn to page 124) 
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Session eve finds no one believing Congress will make 
much progress on President’s program before Christmas. 
General agreement among observers is that Congress- 
men who visited their constituencies learned that while 
they must support New Deal objectives they can differ 
with Roosevelt on details and methods—which will 
make for much oratory and slow speed. 


Congress program is not ready for action. Wage-hour 
bill is still stymied by increased opposition from South 
and criticism from some labor quarters, and there is 
serious talk of compromise not pleasing to New Dealers 
under which federal government would do little be- 
yond harmonize state and industry plans for shorter 
hours and minimum wages. Department of Agricul- 
ture has farm bill ready but farm and Congress leaders 
won’t accept it without study. Anti-trust revision is 
still in exploratory stage. Enthusiasm for seven T V A’s 
diminishes daily and committees have not completed 
their work. 





WASHINGTON SEES— 


Congress returning to talk much, work little. 


Roosevelt keen for one-man government in 
guise of reorganization. 


Administration giving heed to careful sur- 
veys of basic business conditions. 


Financial problems working for labor peace. 


RR rate increase opening way to more and 
bigger ones. 


ICC taking broader view of transport 
problems. 


Trucking industry emerging from chaos. 


Bigness in business again under fire. 
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secretly 


authority — is 
wanted by Roosevelt more than anything else but he 
dares not dramatize it because of tremendous power it 
would give him over all federal activities. He will em- 
phasize economy possibilities (actually not great) and 
hopes that snarl over rest of his program will let 


Government reorganization 


this slide through. Important to business because it 
would: destroy independence of quasi-judicial and quasi- 
legislative bodies; eliminate independent audit and 
Congressional checks on spending; impair merit. sys- 
tem; re-shuffle agencies regulating or aiding busi- 
ness; make all government policies center in White 
House. 


Son James’ designation as “clearing channel” for White 
House contacts with independent and emergency agen- 
cies is not exactly part of government reorganization 
program and at present is not very important except as 
illustration of Roosevelt’s desire to keep his hand on all 
federal activities, ignoring fact that many of bodies 
involved are agencies of Congress, not the President. In 
addition to fanning “Crown Prince” talk, it raises the 
question of what problems are held in common between 
such agencies as 1C C, HOLC, NLRB, and National 
Youth Administration. 


Business conditions worry Roosevelt and advisers more 
than they care to show. Government economists now 
admit business indexes are not as good as last spring, 
though still insisting 1938 will better ’37. Stock market 
decline has occasioned much concern and action of Fed- 
eral Reserve Board in lowering margin requirements is 
taken to be only the first of several moves designed to 
relieve pressure on business and security markets. It is 
more than probable significant changes may be seen in 
those taxes which are held responsible for retarding in- 
dustry and accelerating the decline in corporate issues. 
While the President will not abandon his long term re- 
form ideals, he is now likely to defer attacks of a defla- 
tionary nature and will seek to appease business by 
attempting to balance budget. 


Federal Reserve Board has quietly made thorough 
study of business conditions during past several months, 
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chiefly with eye on long-term credit 
trends. Copy now at White House 
where it apparently is given some 
weight. Contents guarded, but it 
fearlessly points to economic conse- 
quences of some New Deal policies, 
notably effect of power program in 
repressing utility expansion; shows 
buying that would come with better 
railroad earnings and more normal 
pace in home and factory construc- 
tion. 


Labor truce may be forced to no 
small extent by depletion of CIO 
war chest. New unions aren’t col- 
lecting much in dues and old ones 
are tired footing the bills. Both 
CIO and A F of L fear jurisdictional 
strikes will alienate public and work- 
ers, bring on restrictive legislation; 
also both view with alarm increasing 
tendency of “company unions” to win 
plant elections. Rank and file of 
most unions in both groups prefer 
good jobs to organization principles. 
Biggest problem is how to save face (and jobs) of union 
executives. 


Wide World 


When is a strike over is legal problem which Supreme 
Court must now determine. Two days after it dodged 
question by refusing review of case where NLRB 
ordered resumption of negotiations after strike had 
failed and plant reopened, circuit court in California set 
aside N L RB order to reinstate employees who delayed 
returning to work after strike. Board will appeal, so 
Supreme Court eventually must say if a strike is not 
over until strikers say it is. 


Budget balancing efforts are being made with great 
earnestness but little success. There is no definite goal, 
no policy on where to curtail drastically. President 
hopes for voluntary whittling of expenses, but few 
spenders are martyrs. Side-light on dilemma: Presi- 
dent tells Congress to keep the new agricultural control 
plan within the budget but doesn’t say what the budget 
will be. 


Rate increase granted railroads by IC C is significant 
more in trend than actual results. Commission said 
roads should get fair return, should cover increased 
expenses, should be allowed higher than average earn- 
ings after depression period; suggested rails seek higher 
truck and water rates; and again seeks experiment with 
pooling revenues. Noteworthy that ICC _ ignored 
legalistic view of rate-making to consider economic 
situation of rails broadly, which may be start of perma- 
nent shift in regulatory attitude. Administration econ- 
omists favor such and dropped some hints in IC C’s 
path. 


Rail earnings will be improved somewhat by new rates 
but much below what carriers hoped and less than half 
recent increases in expenses. But roads were practically 
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The Federal Reserve Board which recently lowered margin requirements. 
left to right) M. S. Szymezak; John McKee; Ronald Ransom, Vice Chairman; Marriner 
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Eccles, Chairman, and Chester C. Davis. 


invited to seek further increases, which they will do 
soon. While legally none of I C C’s business, Administra- 
tion is impressed with heavy buying roads would do if 
able, and they can’t buy much with present rate in- 
creases. Prospects are for general upward movement of 
rates during next year or two, despite shipper protests. 

Commission suggestion for joint upping rail, truck 
and water rates simultaneously without disturbing 
competitive differentials probably based on inside in- 
formation that truckers are tired of cut-throat competi- 
tion and are preparing for general increase. Plan to 
force bituminous coal rate pooling, considered illegal by 
many, foreshadows further pressure for consolidation, 
sharing earnings and losses, charging what traffic will 
bear, treating railroad system as a unit. 


Freight cost increases will affect several industries con- 
siderably, coal most, building materials somewhat. In 
oil, use of other forms of transportation will be acceler- 
ated. But railroads will not keep all rates up to maxi- 
mum permitted by ICC if competition cuts deeply. 


Truck competition is gradually being reduced by IC C, 
decreasing number of firms by various devices, eliminat- 
ing rate chiselers and rebaters, enforcing uniform safety 
and equipment rules, standardizing tariff schedules. 
Next move is labor regulation, limiting hours of drivers, 
increasing operating costs. There is evidence IC C will 
favor truck-rail competition based on service rather than 
rate-cutting as soon as truck industry gets rationalized. 


Business bigness as such should be regulated “to pre- 
vent monopoly” by prohibiting any concern from 
growing more than so big, thinks Federal Trade Com- 
mission, renewing old recommendations for drastic 
amendments to Clayton Act, a suggestion which, sig- 
nificantly, fits nicely with thinking in some other 
New Deal quarters. (Please turn to page 128) 












Soon after the Wagner Act was passed organized 


unions were victorious in 75% of plant elec- 


tions. Recently the unions have won only 55%, 


Unionism Struggles 
to Hold Its Ground 


BY CORNELIUS DRAPER 


Fron a vantage point high up on the seventeenth floor 
of a New York office building, the writer looked out of 
a window to see a disorderly march of strikers picketing 
a neighborhood restaurant. Picketing for what? From 
the signs which they carried the passerby was told the 
story of unfair treatment, and a definite suggestion was 
made that he not patronize that particular restaurant. 
Around the corner from this spot, another group was 
picketing a store because it advertised in the daily col- 
umns of a newspaper where a strike had been called. 
That seemed stretching the point a bit and curiosity led 
me to question the participants. In each case it was 
found that those walking the streets were told to strike 
by the “union” because of the respective employers’ 
failure to pay higher wages and cut working time one- 





Wide World 


half hour a day. Neither group had talked with the 
employers. On the contrary, the ultimatum for higher 
pay and fewer hours was given to the employers by 
“union” bosses, and when the terms were not complied 
with, the employees were told to go on strike. 

Of course, that sort of thing has been multiplied again 
and again and it is not uncommon to see in manufac- 
turing or retail districts throughout the country the 
unrest that incidents of this kind constantly engender. 
In the last few years, the press flagrantly has played up 
the fact that we have been going through an industrial 
revolution, that labor has been persecuted by capital, 
and almost in the same breath that labor is working a 
holdup game on capital. As this is written, two con- 
tradictory headlines in the morning press are brought 
forcefully to one’s attention: 

(1) Profit Margins Not Cut in 1937 by 
Labor Costs 
(2) High Labor Costs Seen as Busi- 
ness Threat 
Undoubtedly there is truth in each of 
those statements, depending upon the 
degree of success with which individual 
companies have met the problems in- 
volved. However, any labor unrest is 
bound to prove an obstacle to business 
as a whole. whether that unrest has been 
instigated by capital or by labor itself. 

The evolution of American economic 
life is a continuous process and since the 
World War its pace has been quickened 
noticeably. During this period, there is 
no question about the fact that labor 
and capital have had to undergo many 
basic changes—changes that are vital to 
our economy and social order. So let 
us look into the reasons that seem cur- 
rently back of the capital-labor picture 
that is being so prominently played up 
at the present moment. 
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Where is labor going —what is it driving for? 
Where is capital going — what is it driving for? 

Many and various answers have been made to ques- 
tions like these, but one thing is sure: whatever the 
objectives or the methods, the effects on the great 
middle classes—on you and on me—are bound to be 
profound and inescapable. 

Since time began, undoubtedly there has been a great 
deal of persecution of labor by the landed or industrial 
classes, but no sane thinking business man today wishes 
to fall into the category of those who would persecute 
labor. Labor wants higher earnings, and fewer working 
hours. Capital wants as big a profit in the business in 
which funds are employed as is possible, following rea- 
sonable costs. Are the two objectives compatible with 
each other and with a generally prosperous nation? 
As far as labor is concerned, 


class —that is, from the great body of consumers. 

But how much can be taken from the consumer 
economically? In other words can the average man, 
making, let us say forty dollars a week which is the 
equivalent of about seven dollars a day—can he stand 
payments to labor of fifteen dollars a day for repairs 
to his home while meeting higher and higher prices for 
food and for clothing? There comes a point beyond 
which the ultimate consumer will very definitely pull 
in his horns and refuse to employ labor, or refuse to 
buy. Bear in mind on the other hand, that economists 
tell us that prosperity needs production of human activ- 
ity and God-given materials—production to the limit— 
recognizing the necessity for the functioning of the laws 
of supply and demand. We know what the costs even- 
tually are to the ultimate consumer, but let us just see 
what these costs to labor mean. 
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split a fair sector of the work- TIME LOST THRU STRIKES tion in steel against the inde- 
ing forces of the country wide 4 pendent concerns under the 
open, because they have failed C.I1.0. amounted, according to 
to get together in the common Phillip Murray, who heads 
purpose of advancing the in- the drive, to $960,000. In six- 
terests of the laboring man. teen months the C.I.O. spent 
We have frequently seen the 7 i $1,745,968. Sydney Hillman, 
American Federation of Labor 3 who heads the textile industry. 
referred to as the aristocrat of r is authority for the statement 
labor unions. That is a mis- 6 that $970,000 was spent in six 
nomer and there is much to be < ah deal months in that division. Un- 
said for the saneness with - | der those conditions is it any 
which the American Federa- 4 wonder that living costs dur- 
tion of Labor puts into prac- Fe ing the month of September 
tice some of its tenets. This = increased, causing the labor 
association is purely a craft 7 LI ile) Jo) | forces themselves to become 
guild and is based on the old greatly dissatisfied with the 
English system of guilds. Un- results, as well as causing the 
der it, the Federation attempts great middle class dissatisfac- 
to protect the skilled workers tion with both labor and 
of a trade. For example, a capital? 

machinist who has a pe at na eee ai Much has been written 











card and becomes discontented 

in an automobile plant, can take up work elsewhere, let 
us say in a shipbuilding plant. His assistant is encour- 
aged to constantly better his work so that he can get 
from the apprentice stage to the craftman’s stage and 
so be entitled to membership in the union. With that 
there can be no fault found. The C.1.0O. on the other 
hand is concerned with all the workers in a given indus- 
try and fuses all types of workers in that industry into 
one union. It will admit to its membership both appren- 
tice and skilled worker, but will not permit either to 
go from one company to another without the consent 
of the union. This makes it very awkward for the worker 
and embarrassing to the company, as well. But it is 
not our purpose to discuss the merits of the respective 
union organizations, excepting to say that over-regu- 
lated labor revolts just as much against those perpe- 
trating that over-regulation as does over-regulated capi- 
tal; and when one reads of the enormous increase in the 
enrollment in these unions, the question is bound to 
come up as to just where the money comes from to 
finance these memberships. The money, of course, 


does not come from the coffers of the so-called rich 
class, but from the accumulated profits of the middle 


about the tactics employed by 
labor causing great dissension within its own ranks. 
Labor has rightly objected to the use of force by capital, 
yet within the last fortnight several hundred local police 
in Pittsburgh were called out to quell a riot which was 
brought about because the laborers themselves refused 
to pay their dues to the union. Why, they asked, and 
quite properly, pay for the privilege of working? In the 
active drive for members many were admitted who are 
not “dues paying” and who apparently object to the 
increased burden. 

Capital in many instances has shown its willingness 
to give labor an increase in its wages wherever the 
profit margins permit such increase. Examples galore 
might be cited but let us take one illustration from the 
steel industry which is one of the most far reaching. 

Steel workers in March of 1937 were receiving higher 
real earnings and were working fewer hours than ever 
before in the history of the industry. Over the last two 
vears the large companies have granted vacations with 
pay to their workers. Surely all must admit the good 
intention and far-reaching influence of such a move, 
despite the higher costs entailed. But there comes a 
point beyond which increased (Please turn to page 127) 
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A flight of the Army's new Boeing YB-17 "Flying Fortresses" over Lower New York. 


1938 Will Be a Boeing Year 


Many Factors Contribute to Success of 


This Leading Aircraft Manufacturer 


* the feverish activ- 
ity in aircraft factories through- 
out the civilized world is shroud- 
ed by great secrecy, estimates of 
the probable expenditure this year for military and com- 
mercial planes and equipment foot up close to the billion 
dollar mark—a figure well beyond the wildest dreams 
of airplane manufacturers only a few years ago. Some 
idea of the tremendous expansion in aircraft construc- 
tion might be obtained by noting that estimates of 
world production for 1937 aggregate approximately 
38,500 units. This is about half of the known number 
of aircraft in the entire world. There is no equipment 
industry of importance that comes anywhere near to 
hearing such a loud clamoring of demand from its cus- 
tomers as the aircraft makers. 

The aircraft manufacturing industry in the United 
States is no exception to the world-wide boom. The 
activities and prospects of the leading domestic manu- 
facturers, however, are working out along distinctly 
different lines than in foreign countries where the de- 
mand for planes is concentrated almost entirely on 
military types of aircraft. Contracts which the American 
manufacturers have with our own Government bar them 
from exploiting the most advanced military types in 
foreign markets. Nevertheless, with commercial trans- 
port requiring bigger and better planes and_ both 


BY STEPHEN VALIANT 


branches of our own military 
service catching up on their be- 
lated air programs, plants are 
being expanded to fill increasing 
demand. Years of patient research and costly develop- 
ment have now brought their reward. 

Boeing Airplane Co., appears to be one of the most 
favorably situated concerns in the industry to capitalize 


the present trend of aircraft demand, although it is f 
necessary to look beyond surface indications to see these [ 


potentialities. From the time this company was forced 
to stand on its own feet through the dissolution of the 
old United Aircraft combine of transport and manufac- 
turing units, it has occupied a secondary position in 
manufacture of transport equipment. The corporate 
segregation took place in September, 1934, a year after 
the adoption of the then famous Boeing ten-passenger, 
14,000-pound transport plane for the United Air Lines 
transcontinental route. 

It was in 1934 also that something happened to over- 
shadow Boeing’s immediate prospects. In the London- 
Melbourne air race, a Douglas DC-2 transport won 
second place against a large field of specially equipped 
long distance racing ships and captured not only the 
imagination of air-minded travelers by this perform- 
ance of speed and dependability, but also put Douglas 
in a position virtually to dominate the domestic trans- 
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port field for the next two years. Transcontinental & 
Western Air introduced the Douglas DC-2 for regular 
transport service and shortly thereafter American Air- 
lines, Inc., started to fly the DC-2 and later introduced 
the first sleeper plane, a Curtiss Condor. This started 
an active race among the major transport companies for 
heavier, larger and faster planes to attract the air travel- 
lers to their respective competitive routes and reduce 
unit costs of operation in order to bring down the cost 
of air travel and still earn some margin of profit. 

In the meantime, Boeing had lost its export outlets 
through the United Aircraft and Transport segregation 
and had to start from scratch in the foreign field. Its 
former affiliate, United Air Lines, joined the two other 
operators of transcontinental routes in adopting Douglas 
transport planes, and this formidable competitor ex- 
tended its leadership by development of the DC-3, a 
21-passenger transport weighing 24,400 pounds and cruis- 
ing at 190 miles an hour. To all outward appearances, 
Boeing was being out-pointed in the commercial aviation 
field, where most of the domestic demand for aircraft 
was originating. 

Worse still, the leading transport companies realized 
that the race to put better equipment in the field as a 
competitive maneuver was having the practical result 
of rendering equipment obsolete long before it had 
passed the normal span of usefulness. A gentleman’s 
agreement was entered into whereby the five largest 
transport operators would jointly finance experimental 
and development costs of new equipment. Presumably 
the manufacturer who could best meet the specifications 
of the transport operators would supply all of the trans- 
port companies with “standard equipment” and thus 
end the costly replacement which competition had 
forced on the operators. The transport companies said 
they wanted a 40-passenger transport, capable of a cruis- 
ing speed just under 200 miles 
an hour, a flying range fully 
loaded of 1,500 miles and weigh- 
ing about 60,000 pounds. A con- 
ference of the operators decided 
that Douglas was to develop 
and build these ships for them 
to put into service next year. 

So far, the story of Boeing is 
primarily a story of what the 
company did not do in the avia- 
tion industry since it became 
an “independent” manufacturer 
about three years ago. While 
Douglas was busy supplying the 
big transport market, however, 
Boeing engineers and designers 
were quietly working on plans 
for bigger and better ships for 
both military and commercial 
use. Drawing upon the com- 
pany’s sixteen years’ experience 
in aircraft building, the develop- 
ment of a new type bombing 
plane was undertaken in 1934 
and 1935. After extended re- 
search and experimentation, the 
famous Boeing “flying fortress” 
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was created. The Army having indicated the inteution 
of building up its bombing fleet, willingly co-operated 
in this development and late in 1935 gave Boeing a 
contract for 13 (later increased to 39) of the new four- 
engine bombers of the YB-17 type at an approximate 
cost of $2,500,000. 

The detailed specifications of the Boeing bombers 
have, of course, not yet been made public but it was 
soon noised about in the aviation industry that these 
ships were to have a cruising speed in excess of 225 
miles an hour, with an average load and a flying crew 
of from seven to nine men, and weigh about 40,000 
pounds. Furthermore, the design of the new bombers 
was said to be adaptable for commercial transport work, 
representing a type of plane in weight and performance 
that would be more nearly comparable to the 40-pas- 
senger Douglas (which the five leading transport op- 
erators hope to put into service in 1938) than anything 
yet built. During the latter part of 1936, Boeing was 
making delivery of the Army bombers and, in spite of 
unfortunate mishaps during the earlier test flights, re- 
ports of performance ranked the new flying fortresses 
as the finest military craft yet turned out in any country. 

In the meantime, Douglas has been so busy trying 
to fill orders for the DC-3, 21-passenger transport, that 
the proposed 40-passenger ship has not advanced much 
beyond the blue-print stage and it appears highly un- 
likely that under the most favorable circumstances, they 
could not be put into service until late in 1938. Early 
this year, Boeing was reported to be sounding out trans- 
port operators as to their interest in a modification of 
the YB-17 bomber for transport service. In February, 
Transcontinental and Western Air announced that they 
had signed a contract for six new Boeing transports, 
with specifications of weight, size and performance that 
had a close resemblance to the so-called “flying for- 


ese 





A group of "Flying Fortresses" in various stages of construction in Boeing's inal arse 
assembly plant adjacent to Boeing field, Seattle. 















The “big brother" of the "Flying Fortress" on a test Aight 
over Seattle. 


tresses.” Pan American has ordered two of these new 
land planes in order to test their adaptability to its own 
peculiar service requirements. 

Thus, Boeing has begun to challenge the domination 
of Douglas in the transport field with a 32-passenger 
transport, weighing 42,000 pounds, powered with four 
Curtiss-Wright 1,200-horsepower motors and capable of 
developing a cruising speed of 250 miles an hour. Pos- 
sibilities of sub-stratosphere flights on cross-country 
schedule are also hinted in reports that the new Boeing 
transport ships will be built so that pressure equipment 
may be added for service at 20,000-foot levels. The 
extremely long cruising range of the planes makes for 
added potentialities. In any event, TWA expects to 
have the new Boeing transports in service before the 
Douglas 40-passenger ships are available to anyone in 
the transport division of the industry. This competitive 
advantage may sound the doom of the gentlemen’s 
agreement among the transport operators on standard- 
ization of equipment and open up the field further for 
Boeing. 

Furthermore, it is said in the aviation industry that 
at least oue foreign transport company has placed orders 
for the new Boeing. The fact that commercial aviation 
interests abroad are hard pressed to fill their equipment 
needs because of the emphasis on military production, 
lends some credence to these reports. Because the 
Boeing commercial transport is a modification of its 
internationally famous U. S. Army bomber, it is reason- 
able to believe that the export market would have wide 
possibilities of further exploitation for this type of 
equipment. 

Encouraged by the apparent fruition of years of 
patient research and development, Boeing Airplane 
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Company began to expand its production facilities early 
in 1936. A 28-acre site adjacent to the Boeing field at 
Seattle was acquired and a new assembly plant has been 
erected for the completion of the larger military and 
commercial planes. Even before this plant was com- 
pleted, construction was started on a new hammer shop 
building. In the meantime, the Army contract has been 
increased to 39 of the Boeing bombers. In addition, 
the TWA transport orders and a contract to supply 
Pan-American with a fleet of still larger clipper ships 
for the new transatlantic service, provides a backlog of 
business that will tax present facilities for a considerable 
period. 

Boeing’s bid for leadership in the manufacture of 
“bigger and better” type of aircraft has come so swiftly 
and yet so unostentatiously that perhaps its full sig- 
nificance has not been grasped by the industry—cer- 
tainly it has not been fully appreciated by the security- 
minded public. Notwithstanding the decidedly second- 
place position which the company held in past years 
as a transport manufacturer, it now claims the distine- 
tion of being the builder of America’s largest land and 
seaplanes. Its subsidiary, Boeing Aircraft, is the only 
company engaged exclusively in the production of four- 
motor planes, including transports, bombers and clipper 
ships. Even before Douglas begins the construction of 
the new 40-passenger landplane for commercial trans- 
port service, Boeing will probably have an Army con- 
tract on the “super-flying-fortress”, XB-15, recently 
completed for test flights and also will have in service its 
fleet of six clippers under construction for Pan-American. 

These ships, which are the largest ever built in this 
country, weigh something like 80,000 pounds, as com- 
pared with the projected 60,000-pound Douglas DC-4 
models. Powered by four 1,500-horsepower Wright 
“Cyclone” engines, these giant clippers will have ex- 
tremely versatile performance, according to specifica- 
tions already made public. For daylight flights the 
Boeing clippers would have a capacity of 75 passengers. 
In size, they will have a wingspread of 152 feet and when 
fully loaded will weigh over 42 tons. The maximum fly- 
ing range is said to be approximately 5,000 miles, and the 
over-seas cruising range with 50 passengers and a ten- 
man crew will exceed 3,200 miles. Capable of developing 
a top speed of around 200 miles an hour, the clippers will 
have an efficient cruising speed of 150 miles an hour. If 
the performance of these ships comes up to expectation, 
not merely in test flights, but in regular scheduled trans- 
atlantic service as projected for next year, there can be 
little question as to the future development possibilities 
in this new field, where Boeing’s leadership appears 
firmly established. 

From the financial standpoint, future development 
possibilities of a company such as Boeing Airplane can 
hardly be overlooked, since the record of actual earning 
power developed to date is not particularly impressive. 
In the four months of the present company’s existence 
in 1934, it reported a consolidated net loss of about 
$226,000. During the full year 1935, another consoli- 
dated loss aggregating $333,800 was realized but last 
year the company made a small profit—$168,364 or ap- 
proximately 22 cents a share on the 519,000 shares of 
capital stock then outstanding. With capital needed for 
further development expenses and expansion of facilities 
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to handle large orders booked or in sight, the company 
has retained all of its recent moderate earnings for the 
business, a circumstance that required payment of about 
20 per cent of the 1936 profits in taxes for undistributed 
profits. Last May, the management decided to obtain 
additional capital through sale of new stock to share- 
holders, and 195,610 shares were offered at $23 a share 
in a ratio of one new share for each three shares held. 

The subsequent increase in profits, as deliveries were 
made on the new orders, more than offset the increase 
in capitalization and sales should continue to show sub- 
stantial expansion for a considerable period. 

During the first half of the current year, for example, 
sales exceeded $3,400,000 or about as much as during 
the two preceding calendar years. Although large de- 
velopment and engineering expenses were charged 
against the cost of sales in 1935 and 1936, these costs 
are still considerable since the company is working on 
new military and commercial planes while production is 
proceeding on the orders actually booked. In addition 
to such extra costs, the routine production costs of the 
company have increased this year in both materials and 
labor. Labor is the principal item of production costs, 
of course, running about 75 per cent of the total cost of 
production on the type of planes manufactured by 
Boeing. The company’s main plant is in a location 
where labor is highly organized. While it has not had 
any labor troubles to interrupt production, as some of 
its competitors have had, it has increased its wage rates 
to a level believed to be the highest paid in the industry. 
In spite of the higher costs, however, net profits during 
the first half of 1937 amounted to $253,897 or approxi- 
mately 44 cents a share on the present capitalization. 
as compared with $137,960 or about 24 cents a share in 
the first half of 1936. 

These sales and earnings figures seem somewhat mea- 
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ger, representing as they do, the recent activities of one 
of the foremost aircraft manufacturers in the industry, 
and one must take into account the fact that they origi- 
nate in a period when the most important subsidiary 
of the company was just emerging from a period of re- 
search and development for future business. Boeing 
Airplane Company itself is a holding company, the 
manufacturing activities being conducted at present by 
two subsidiaries. Its principal subsidiary is the Boeing 
Aircraft Company, which owns the Seattle plants where 
all of the development and production of the large four- 
motor Boeing bombers, transports and clippers are cen- 
tered. The smaller of the two active operating com- 
panies is the Stearman Aircraft Company, which owns 
an 84,000 square foot airplane factory located adjacent 
to the Municipal Airport at (Please turn to page 122) 
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Higher Costs Do Not Halt 


Movie Gains 


Business Recession or Not, the Outlook Is Bright 


BY C. F. MORGAN 


{ bon late Mr. Aesop once penned a philosophical and 
diverting tale about a respected neighborhood dog who 
got himself mixed up with a few other impulsive and 
sensation seeking canines—purely in the spirit of good 
comradeship and a certain gregariousness—and found 
himself haled to the scaffold and incontinently hanged, 
though he had done nothing at all improper. 

The above paragraph may be a somewhat labored 
analogy concerning certain events which took a long 
list of securities hurtling into the financial cellar, drag- 
ging the respectable motion picture group with them, 
but it will serve. The interesting divergence with the 
original being that the picture stocks escaped from the 
association and sprang back again with good resiliency, 
thereby demonstrating what has been hinted at before 
in these columns, viz: that the picture business is 
fundamentally sound and that a large proportion of it 
may be depended on to stay so. This does not mean 
that no danger exists, but it does mean that the industry 
resting on the desire of some ninety million persons 
who patronize the motion picture theaters of the United 
States each week, is singularly free from competitive 
entertainment and that there is nothing on the immedi- 
ate horizon to menace an increasingly interesting pros- 
perity. Such hazards as there are threaten from the 
inside of the movie citadels, and none from outside. 
Let us take a giance at the situation inside the movie 
gates: 

During several years the costs of picture making have 
been climbing steadily, relentlessly, and at this writing 
nothing is evident that will stop the rise. To some 
extent the policies of the studios are responsible; to 


some extent rising costs of raw materials, and to an 
uncalculable degree a lack of co-operation among the 
studios themselves. Also there is a fourth factor which, 
while distant, is the most serious of all. We will take 
these in the order given above. 


The Urge for Quantity Production 


First, the policies of the studios. Probably six of the 
major companies are committed to turning out be- 
tween fifty and sixty feature pictures each during the 
year. Some of these are top-notch, or “A” pictures and 
some are of the “B” variety. It is fairly obvious that 
some of these will be good earners and that some of 
them will be what are laughingly called “flops.” Quite 
as obvious is the fact that there cannot be three or 
four hundred masterpieces in a year. So we find the 
picture makers striving to keep revenue up by quantity 
production, hoping that the law of averages will find 
a number of successes to balance the failures. The late 
Irving Thalberg once remarked to the writer that if 
it were not that sheer luck turned up an occasional big 
winner the picture business would have a hard time of it. 

Those familiar with picture production often are ap- 
palled at the waste to be found on every hand; those 
who are having a glimpse of the costs for the first time 
bemoan the scandalous lack of business method which 
confronts them. The point they overlook is that the 
business of turning an intangible idea into a tangible 
8,000 feet of entertainment which will suit the tempera- 
ment of vastly different types of audience not only in 
the United States, but in half the world besides, is vastly 
different from turning other raw material 
into a salable product. I’m not condoning 





How Leading Movie Stocks Compare 


the waste, for anyone with some produc- 
tion knowledge knows that a large part 
of it is inexcusable, but motion pictures 


1937 Earnings a 

High Low Recent 1935 1936 1937 are not produced by business men, but 

Res obama r mane 87% 53 64 4.49(a) 6.73(a) 6.90 My 9 bv a breed of men whose entertainment 
BINGE ons caGoanoccaessdaxs 18 44, 9% 0.07(a) 0.75(a) 1.42 My 9 oe * & 

Twentieth Century Fox............... 40% 1814 2654 0.86 3.55 2.19 Se9 judgment is acute enough to give them 

Pe eee eee 28%, 842 1514 .79 1.18 1.1Je6 fair assurance of favorable reaction when 


(a)—Fiscal year ending Aug. 31. My 9—9 mos. ending May 31. 


Se 9—9 mos. ending Sept. 25. 


Je 6—6 mos. ending June 30 


the picture hits the screens of a few 
thousand theaters. Boiled down, we may 
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safely assert that picture making is 
neither a true art nor a true busi- 

ness, but is a hybrid, sired and 
dammed by both art and business. 
The situation is illustrated by the 
analysis of the late Stuart Robson 
who insisted that an actor was 
worthless unless he had tempera- 
ment, and if he had temperament 
his complete sanity was open to 
question at all times. 

One or two picture producers have 
recognized the danger of quantity 
production and confine themselves 
to the production of half a dozen 
pictures a year, spending ample and 
painstaking care in preparing each 
production before the script is 
turned over to the best director they 
can find for the job. It is interest- 
ing to note that few failures result 
from this method. 

In discussing the second point, the 
rising costs of raw materials, I am 
not referring only to the lumber, 
canvas, steel, cement, etc., but to 
the human labor that enters in— 
the players, the mechanical crews, 
the writers and the directors. There 
are too few top-notch players, writers and directors. Con- 
sequently, those whose work has proved successful can 
command tremendous salaries. The eight or nine thou- 
sand craftsmen employed in the studios—the carpenters, 
electricians, painters, etc., all have had their pay jumped 
by 10 per cent within the year; a few writers now are 
receiving up to $3,000 a week, players getting from 
$50,000 to $150,000 per picture and directors close to 
those figures. Of course these figures apply to com- 
paratively few in each class. One studio has at this 
writing on its payroll 135 writers and 29 producers. 
Incidentally, a producer is the individual who super- 
vises the production, standing between the executive 
head of the studio and the director. As the said pro- 
ducers are on a weekly salary and the studio is com- 
mitted to fifty-five productions for the current year. 
and one producer already has turned out three 
features for the year, one is tempted to wonder what 
the other 28 are concerning themselves with. 

In this connection it is worth noting that the same 
studio is reported to have spent $3,800,000 in producing 
a historical drama for a well-known star. At present day 
distribution costs and theater admissions this means 
that more than 100,000,000 persons must pay to view 
the picture in the theaters of the world; say 60,000,000 
in the United States and 40,000,000 abroad. This is 
interesting because it illustrates so well the upward costs 
trend. “Ben Hur,” the massive spectacle of the silent 
era, cost $4,200,000 and was in production during the 
last few months of 1924, all of 1925 and the first two 
months of 1926, used thousands of people and required 
massive and costly scenic settings. Whether its entire 
cost was ever returned to the studio which made it this 
writer does not know. 

Studios are not willingly co-operative. They are in- 
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The business of turning an intangible idea into 8,000 ft. of entertainment which will suit 
temperament of different types of audiences not only in the U. S. but in half the world 
besides is vastly different from turning other raw materials into a salable product. 
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clined to bid secretly for each others’ players and direc- 
tors, thus raising the salaries of the top-flight people to 
a figure unimaginable in any other business on earth. 
While it is true that the earning life of these favored 
few is seldom more than five years, still $100,000 for 
four or five weeks’ work is a pretty steep emolument. 
It is not so long since $25,000 was considered the top 
figure for a single player’s cost for one picture. 

Now, to balance the costs presentation above there 
is the reverse of the movie medal. 

When it was stated earlier in this screed that the 
motion picture has virtually no competition worth talk- 
ing about, one might go further and insist there is virtu- 
ally none at all. The American theater has all but 
disappeared from the scene and indeed completely van- 
ished when we pass outside fifteen cities. Indeed some 
of these may see not more than four or five stage pro- 
ductions in the course of a season and these frequently 
suffer acutely from loss of patronage. The reason is 
economic as well as catholic, for while the price of ad- 
mission to a first class stage performance is seldom 
less than $2.50, the highest type of movie can generally 
be viewed for one fifth of that sum and even less. I 
know that the belligerent advocates of the stage will 
insist there is no comparison possible, because the 
theater deals with ART and the movie is merely a cheap, 
sensational and mechanized substitute, but nevertheless 
if there were securities based on stage production I 
strongly suspect their highest value would be as wall 
covering, while satisfactory dividends are still turned in 
in satisfactory quantity by well-run picture studios. Of 
course vaudeville has vanished by 99 per cent, so it 
does not enter the competitive picture at all. 

We come now to the bogie which has haunted the 
sleep of the movie makers (Please turn to page 123) 
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Third Quarter Earnings=— 


Fourth Quarter Prospects 


With an Estimate of Full Year Dividends, 
Giving Effect to the Undistributed 
Corporate Profits Tax 


BY EDWIN 


—— statements always have been, and no doubt 
always will be, matters of interest to owners of cor- 
porations. The interest in the past has usually been the 
greater because of the clue to the future which was 
provided by these periodic reports. At this time, how- 
ever, there is an accumulation of evidence that third- 
quarter earnings statements are less to be relied upon 
as an indicator of what is likely to happen over the next 
three months than is usually the case. 

In looking over these reports, one is struck first by 
their general excellence, but any feeling of gratification 
quickly gives way to amazement when a comparison is 
made between earning power and the current price of 
stocks. One seeks the justification for the decline in 
securities that we have recently experienced: or, if the 
decline were justified, one shudders for the future it 
portends. Take some of the important steel companies, 
for example: the majority of them made a remarkably 
good showing for the first nine months of the year and, 
more particularly, during the third quarter. For the 
three months to September 30, Inland Steel earned the 
equivalent of $2.82 a share on its common stock, against 
$2.52 last year; National Steel $2.41 against $1.56; while 
“Big Steel” for the third quarter turned in a profit equal 
to $2.79 a share on the common, whereas only 82 cents 
a share was earned during the corresponding previous 
period. 


Steel Operations Now Lower 


This is a good enough showing in all conscience, but 
we know that more recently the steel operating rate has 
dropped precipitously and, although as this is written 
it is probably scraping along the low point, one can 
hardly expect a recovery sufficient to enable the industry 
to make as good a showing in the fourth quarter as it 
did in the third. 

In the light of this prospect it becomes clearer why 
the stocks of our best steel companies are selling at such 
a low ratio to the earnings they have made so far this 
year. A very pertinent point in connection with the 
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appraisal of steel securities is that the industry is one 
where earnings rise very rapidly after a certain rate of 
operations has been reached and that losses materialize 
suddenly out of an apparently clear sky as output slips 
downwards. Not that we are forecasting a general run 
of losses in steel for the fourth quarter. On the contrary, 
we think most of the better companies will stay well in 
the black: it is only that the fundamentals have become 
most uncertain and it is on this that the market is at- 
tempting to set a price. Further developments will be 
needed to say definitely whether the current appraisal 
is generous or the reverse. 

What is true of steel holds good for a number of other 
industries. Despite good earnings for the nine months— 
and even in some cases good current earnings—the out- 
look for the railroad equipment companies, the refrac- 
tory companies and others is, like that of the steel manu- 
facturers, rather an obscure one. Not many railroad 
equipment reports for the third quarter of this year are 
available, but those that have come to hand show an 
improvement over last year. It is impossible, however. 
to ignore the serious plight of their customers, the rail- 
roads, and, as has been said in connection with steel, 
the carriers must attain a greater degree of prosperity 
than they will attain from the recent rate increases before 
they again begin to buy equipment in volume. The 
earnings of the refractory companies were lower for the 
third quarter of 1937 than for the third quarter of 
1936: whether they recover or recede still further de- 
pends almost entirely on steel operations. 

The two big manufacturers of electrical equipment 
have done better this year than last and in both cases 
their earnings for the three months ended September 
were larger than in the corresponding period of 1936. 
More recently, however, their operations have shown a 
tendency towards spottiness, some departments continu- 
ing to find it hard to keep up with the demand, while in 
others there has been a petering out. Because of the 
diversification of operations which enables the electrical 
equipment manufacturer to escape the disadvantages 
of a “feast to a famine” business when the famine cycle 
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dawns, the prospect for the next few months is by no 
means dark. So severe has been the decline in the price 
of the stocks of these companies that anything adverse 
in the outlook appears to have been discounted. 

The showing made by the chemical companies in the 
third quarter was a mixed one. The per-share earnings 
of Air Reduction were practically unchanged from 
last year, those of American Cyanamid were consider- 
ably larger, Du Pont’s and Monsanto’s slightly lower, 
while Union Carbide did somewhat better. Like the 
electrical equipments, the chemicals have lines which 
one can count upon to stand up almost regardless of 
a business recession. They also enjoy the benefits which 
accrue to companies that are constantly devising new 
products and cheaper processes. For these reasons the 
showing of the chemical companies should continue to 
be better than the average. 

With some few exceptions the earnings of those manu- 
facturing food products continues to lag. With earnings 
for the third quarter equivalent to $2.33 a share of 
common, American Chicle shows that chewing gum is 
still an exceedingly profitable line. On the other hand, 
Beech-Nut Packing with which chewing gum is only one 
of many activities, reported slightly lower earnings for 
the three months ended September 30. General Foods, 
Loose-Wiles Biscuit, National Biscuit and Standard 
Brands all made an unfavorable showing. It becomes 
evident that unless there should be quite special off- 
setting factors the manufacturer of trade-marked foods 
is ill-equipped to do well under today’s conditions. He is 
unable to obtain the increase in volume which is neces- 
sary to counteract higher raw materials, increased wages 
and higher taxes; the fixed selling price policy which 
might have been advantageous during a decline in com- 
modities becomes a liability when costs move forward. 
Nor must one forget the various laws which now hamper 
the owner of any nationally advertised brand. It is to 
be doubted that a change for the better in the funda- 
mental conditions affecting these companies is reason- 
ably to be expected. 


Year-End Dividend Prospect 


Conspicuous in the accompanying table which com- 
pares the per-share earnings for the third quarter of 
this year with the third quarter of last there are two 
columns of estimates. The first shows what it is believed 
the various companies will report for the whole of this 
year, while the second is a forecast of the total dividends 
that will be declared during the same period. The first 
of these estimated columns should be reasonably accu- 
rate, or at any rate accurate enough to be considered a 
point of departure from which revisions may be made 
either upwards or downwards according to the news as 
it appears. The dividend column, however, presents a 
real problem. It would be difficult at any time, but the 
slump in the security markets and an incipient business 
recession have further complicated matters. If corpo- 
rate management now pays dividends as the tax on 
undistributed profits was designed to make it do, the 
state of the security markets is not such that companies 
‘an count on bolstering depleted treasuries by the sale 
of new stocks and bonds. As for the possibility of busi- 











Reports by Leading Companies 
for the Third Quarter 




































































———— Earnings Per Share. 
Third ar. ird qr. Full year Total Divs. 
Company 1936 1937 1937 Est. 1937 Est. 

Air Reduction. $0.76 $0.77 $3.10 $3.00 
Allis-Chalmers...... . 0.96 1.49 5.00 3.50 
Am. Brake Shoe & Foundry... 0.78 1.00 4.00 3.00 
American Chicle...... 1.89 2.33 8.40 7.00 
Atlantic Refining....... 1.08 1.46 3.10 1.00 
American Cyanamid. 0.43 0.55 2.10 1.00 
Barber Co........ ; 0.38 0.58 2.20 1.00 
Beech-Nut Packing... . . 1.80 1.74 6.50 6.00 
Bendix Aviation... .. 0.12 0.13 1.30 1.00 
Bethlehem Steel..... P 0.85 2.31 7.20 4.00 
Briggs Manufacturing. 1.01 0.95 5.00 4.00 
be ko 2.87 2.98 13.00 10.00 
Commercial Credit.......... 1.77 1.91 7.50 5.50 
Container Corp........... 0.62 0.54 2.80 1.20 
Consolidated Edison (N. Y.) 0.29 0.05 2.20 2.00 
Continental Oil........... 0.79 0.79 3.00 2.00 
Du Pont de Nemours....... 2.04 1.92 7.50 7.00 
Gen. American Transport... . 1.01 1.32 5.00 3.00 
General Electric........... 0.34 0.46 1.80 1.80 
General Foods........... 0.72 0.55 2.50 2.00 
General Motors. . +e 0.75 0.99 5.00 3.75 
General Refractories........ 1.12 0.96 4.00 3.00 
Harbison-Walker Refract. . . 0.75 0.54 2.40 2.00 
Howe Sound............ : 1.32 2.20 10.00 7.00 
Se 2.52 2.82 10.00 6.00 
Johns-Manville. . . 1.98 1.94 6.00 4.50 
Kimberly Clark............. 0.34 0.66 3.10 2.25 
Libbey-Owens-Ford........ 0.90 1.28 4.60 4.00 
CO aera 0.84 1.20 4.60 3.50 
Lone Star Cement. . 1.06 1.25 4.00 3.50 
Loose-Wiles Biscuit... .. 0.72 0.26 1.10 1.60 
Mathieson Alkali. . . 0.54 0.52 2.10 1.50 
Monsanto Chemical. . 1.29 1.06 4.50 3.00 
National Acme...... 0.32 1.00 2.70 1.00 
National Biscuit. . . 0.51 0.46 1.50 1.60 
National Cash Register. . 0.37 0.51 2.20 1.50 
National Distillers.......... 0.65 0.64 3.00 2.50 
National Steel... .. 1.56 2.41 9.50 4.50 
Phillips Petroleum... . 1.31 1.60 5.50 2.75 
Republic Steel..... 0.66 0.45 1.70 

Schenley Distillers... .. - 1.44 0.79 5.50 4.00 
Southern California Edison. . . 0.89 0.82 2.30 1.62% 
Standard Brands... . 0.29 0.16 0.80 0.80 
Texas Gulf Sulphur... . 0.76 0.82 3.00 2.75 
Underwood-Elliott-Fisher. . 0.85 1.10 6.50 4.75 
Union Carbide & Carbon... 0.90 1.11 5.00 3.20 
Union Oil of California ; 0.55 0.78 2.40 1.40 
United States Steel........ 0.84 2.79 10.50 1.00 
Westinghouse Air Brake 0.37 0.59 2.20 2.25 
Westinghouse Electric... 1.20 2.02 8.00 6.00 
Yale & Towne.......... 0.55 0.44 2.40 1.00 
Youngstown Sheet & Tube... 1.79 2.02 7.50 2.50 








that the eve of trouble is no time to dissipate one’s cash 
resources. It is for these reasons that many companies 
may decide to ignore to some extent penalty taxes and 
retain a greater part of their earnings than would have 
been thought likely earlier on in the year. While this 
may prove disappointing to the short-sighted stock- 
holder, it will be reassuring to those willing to look a 
little further into the future. 
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Opportunities For High Income 


Issues Selected Also Have Bright 


Prospects for Price Appreciation 


Selected by 


EF... some months prior to the recent sharp decline in 
common stock prices, it was difficult for the investor to 
purchase common stocks on anything approaching an 
attractive yield basis. This was particularly true of 
the better grade issues—those credited with a strong 
factor of growth and rising earnings trend. To obtain 
a better-than-average yield the investor was confined 
in his choice to the more speculative issues, or those 
identified with companies whose prospects indicated 
static rather growing earning power. 

As a result of the sweeping decline, however, the in- 
vestor’s choice of common stocks has widened materially 
to include many good common stocks selling on a basis 
to yield an attractive return. It is true, of course, that 
the prospect of some recession in business has con- 
tributed to bring about this situation. Yet is possible 
to make ample allowance for any decline in business 
likely to occur over the next several months, without 
seriously jeopardizing the ability of many companies to 
maintain dividends at currently prevailing rates. Al- 
though year-end extra dividends this year may not be 
as large as in 1936, and more companies may elect to 
pay the surplus profits tax and husband liquid resources, 
this prospect does not invalidate the attractiveness, 
from an income standpoint, of selected common stock 
issues at this time. 

On the opposite page of this discussion is a list of 
such issues, from which six have been chosen arbi- 
trarily for detailed analysis. 


Sears, Roebuck & Co. 








Notwithstanding the fact 
that Sears, Roebuck & Co. is 
the largest organization iden- 
tified with mail-order mer- 
chandising, mail-order sales 
account for only 40 per cent 
of the annual sales volume, 
the major portion being re- 
tail sales made through store 
J units located in cities and 
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towns throughout the nation. The subordinate status 
of the mail-order division reflects the results of a major 
program of transition undertaken by the company to 
avoid being solely dependent upon rural demand. More- 
over, the company’s business was thereby adjusted to 
conform with the growing tendency of farmers to drive 
the family automobile into the nearest city and do their 
shopping there. 

In the fiscal period ended January 31, last, the com- 
pany’s sales and earnings were the largest in its hitsory. 
Net sales totalled $494,968,022, an increase of $102,- 
000,000 over the previous year. Net income for the 
1936 fiscal year increased 42 per cent to $30,660,198, as 
compared with $21,519,218 in the 1935 year. The pre- 
vious high level of profits was established in 1929 when 
net was slightly in excess of $30,000,000. Based on the 
5,476,478 shares of common stock outstanding on Janu- 
ary 31, last, net profits were equal to $5.60 a share. 
This compares with $4.45 a share on 4,832,440 shares in 
the year ended January 29, 1936. 

Responding to a substantial increase in farm pur- 
chasing power, and the larger wages in effect in impor- 
tant industrial centers, sales of Sears, Roebuck this year 
have recorded persistent gains. For the 36 weeks ended 
October 8, total sales were $386,344,207, an increase of 
slightly more than 14 per cent over the sales volume 
in the corresponding 1936 period. From September I! 
to October 8, the company reported the largest sales 
for that period in its history. Business volume, accord- 
ing to the company’s past experience, should reach a 
peak in the closing months of the year. Although it is 
possible, of course, that the company’s holiday business 
may not attain earlier optimistic expectations, it appears 
safe to assume that earnings for the full fiscal period 
will be at least $6 a share for the stock. Sears, Roe- 
buck is well provided with low-cost inventories and 
prices announced in its most recent catalog show an 
average increase of about 5 per cent. 

Last year dividends paid by the company amounted 
to more than 95 per cent of net earnings. This year 
dividends have been paid at the quarterly rate of 75 
cents a share, but it has been officially stated that the 
matter of extra dividends will be given consideration 
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some time in December. Recently quoted around 70, 
Sears, Roebuck shares are some 27 points under their 
1937 high and are selling at a very conservative ratio 
to probable earnings this year. It would appear, there- 
fore, that prevailing quotations offer an opportunity to 
acquire substantial earning power on a basis offering 
an attractive income return on regular dividends alone. 





Continental Can Co., Inc. 


7 





Continental Can Co. ranks 
as the second largest do- 
mestic manufacturer of tin 
containers used for the pack- 
aging of a wide variety of 
food products, as well as for 
general purposes, such as oil, 
paint, varnish, drugs, lard 
and beer. <A_ subsidiary, 
Standard Tin Plate Co., man- 
ufactures approximately 50 
per cent of the company’s tin plate requirements and 
contributes a substantial portion of earnings. Conti- 
nental manufactures the greater part of its can-making 
machinery, and other activities include the manufac- 
ture and servicing of can-closing machinery, leased to 
customers, the manufacture of paper cartons and, more 
recently, operations have been extended to include the 
manufacture of caps and seals. 

About two-thirds of the company’s annual output is 
supplied to packers of fruits and vegetables, but in re- 
cent years the company has been aggressively develop- 
ing the “general” container field, including the develop- 
ment of a non-refillable oil can and a capped can for 
beer. Manufacturing plants are strategically located 
with relation to principal consumers and manufacturing 
costs are comparatively low. 

For the most part, the company’s business is less sub- 
ject to the wide variations in demand which are experi- 
enced between good times and bad. Although profits 
declined during the depression, even in 1932, Continen- 
tal was able to show earnings equal to $1.81 a share on 
the present outstanding common stock. Profits in 1935 
established a new high record, net equal to $4.21 a share, 
comparing with $3.25 a share earned in 1929. Last year, 
net income of $9,038,787 was equivalent to $3.17 a share 
for the common stock. Although profits 


CONTINENTAL 
CAN 


HIGH & LOW PRICE 








JFMAMJJASO 























base box to $5.35. Fourth quarter contracts for general 
line cans have been advanced accordingly and the price 
of packers’ cans will be raised the first of next year. 
Moreover, the company will be favored by a substantial 
increase in the principal vegetable packs indicated by 
the larger-yielding crops this year. Fruit crops also will 
be larger than last year. 

Recently the company sold 200,000 shares of $4.50 
preferred stock. Funds were utilized to discharge bank 
indebtedness, which on August 31, last, totalled $26,000,- 
000, incurred in the acquisition of increased inventories. 
It is probable that by the end of the current year, the 
entire bank debt will be eliminated. Dividend require- 
ments on the new preferred issue should not appreciably 
affect the earning power of the common and for the full 
current year the latter may show earnings equal to about 
$3.50 a share. Coupled with the company’s strengthened 
financial position, indicated earnings would appear ade- 
quate to support the present $3 dividend. Quoted 
around 52, Continental Can shares afford a yield of 
nearly 6 per cent and at this time, at least, the com- 
pany’s earnings prospects are probably more clearly 
defined than at any time during the past twelve months. 


American Chicle Co. 








While the manufacture of 
chewing gum is not to be 
classified as a major industry, 
the fact remains that the 
three leading companies pro- 
ducing chicle products have 
had an outstanding record of 
profitable operations and div- 
idend payments. In any pe- 
riod when business uncertain- 
ties may become intensified, 
the latter factor is one which should appeal strongly to 
conservative-minded investors. 

American Chicle Co. is the third largest concern en- 
gaged in the manufacture of chewing gum and allied 
products. These include Adams Chiclets, Dentyne Gum, 
Beeman’s Pepsin Gum, Adams Black Jack and Sen-Sen 
Breathlets, all of which are extensively advertised and 
widely distributed through jobbers, thousands of retail 
outlets, slot machines, etc. The fact that the company’s 
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in subsequent months have been ad- 
versely affected by the necessity for 
making substantial refunds to custom- 
ers, following the enactment of the 
Robinson-Patman Act, more recent in- 
dications are, however, that the neces- 
sary adjustments have been completed. 


Issue 
American Chicle..... 


Crown Cork & Seal... 


Net income for the twelve months ended United Carbon........ 
June 30, last, was equal to $3.25 a share po betes 
for the common, contrasted with $3.18 ea — 
a share for the twelve months period  Woolworth........... 
ended April 30. pera Credit... 

goleum.......... 


During the current year, Continental _ Beech-Nut Packing... 
has acquired large inventories of tin 
plate, apparently in anticipation of the 


recent advance in tin plate from $4.85 a 


Timken Roller Bearing... 


Continental Can................ 


Common Stocks for Income 


Recent 1937 Divi- 
Price High Low dend 
pintemasinw 97 112 90 5.00* 
erie 49 79 36 3.25* 
re 40 100% 31% 2.00 
Sy ears Ce eA BPs Pa 62 1 55 4.50* 
ricied ted . en 70 9856 57 3.00 
Bost aie ‘ a ae 31 71% 23% 1.75* 
Peer irer i 70 13114 oF 5.00* 
tie aoe ; 41 655% 35 2.40 
epee , 46 69%, 33% 4.50* 
25 4514 21 2.00 
ea eniek wie 99 114% 90%, 5.00* 
BAAS SOR ONRI EE 52 6914 4114 3.00 


* Including current extras to date. 









products enjoy wide consumer popularity, selling at a 
low and unchanging cost, gives American Chicle a com- 
paratively high factor of freedom from the adverse in- 
fluences affecting business generally. Throughout the 
period from 1925 to 1936, inclusive, average earnings 
have been equivalent to slightly more than $5 a share. 
In 1932, the worst of the depression years, net was 
equivalent to $3.76 a share on the outstanding capital 
stock. In 1935 and 1936 successively, profits rose to a 
. new high level, while another new record in the current 
year is virtually assured. 

For the nine months to September 30, last, net profit 
of $2,880,038 was equal to $6.41 a share on 438,000 
shares of capital stock outstanding. This compares with 
$5.21 a share in the corresponding months last year. 
Profits in the September quarter were equal to $2.33 a 
share, comparing with $2.27 a share in the preceding 
quarter and $1.89 a share in the third quarter of 1936. 
For the full current year, earnings may be upwards of 
$8 a share, which would compare with $6.89 a share 
last year. With no funded debt or bank loans and with 
finances in excelient condition, the company is in a posi- 
tion to pursue a generous dividend policy. Dividends 
have been paid without interruption since 1925, and last 
year the total, including extras, amounted to $6.50 a 
share. Payments this year have been at the rate of $1 
per share quarterly and last June a special dividend of 
$1 was paid. In the full year, dividends of at least $7 
a share would appear to be a reasonable expectation. 
Recently selling around 97, the shares are about 15 
points below their 1937 high and afford an attractive 
income return with moderate possibilities for price ap- 
preciation. 





United Carbon Co. 





Two major divisions com- 
prise the activities of United 
Carbon Co.—the manufac- 
ture of carbon black and the 
production of natural gas. In 
the manufacture of carbon 
black, the company is one of 
the two leading organizations. 
More than 60 per cent of the 
world’s supply of carbon 
black is produced in the 
Texas Panhandle where the principal properties of 
United Carbon are situated. The automobile tire in- 
dustry is the largest consumer of carbon black, taking 
about 75 per cent of the annual output. Other con- 
suming outlets include the paint, printing ink and shoe 
polish industries. 

The production of natural gas is an important phase 
in the manufacture of carbon black and United Carbon 
has its own natural gas plants and pipe lines and owns 
and leases many thousands of acres of gas lands. At the 
end of last year, the company owned or leased 261,950 
acres of proven and potential gas properties located in 
various sections of the country. 

So vigorous has been the rising industrial demand for 
carbon black, coupled with a substantially increased out- 
put and use of natural gas, that United Carbon has the 
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unusual distinction of showing new high records of sales 
and earnings during the past three successive years, 

Net profit of $2,202,850 in 1936 was equal to $5.54 a 
share on the 397,885 shares comprising the entire capital- 
ization. This was a gain of 18 per cent over 1935 when 
net was equal to $4.70 a share. In the first six months 
of the current year, net income of $1,365,368 was equal 
to $3.43 a share, an increase of about 25 per cent over 
the similar period of 1936, when the equivalent of $2.73 
a share was reported. 

Dividends this year have been paid at the rate of 
$1 quarterly and recently an extra of 50 cents a share 
was declared. For the full 1936 year dividend payments 
aggregated $4.50 a share. Notwithstanding the com- 
pany’s generous dividend policy, financial position has 
undergone considerable strengthening. At the end of 
last June current assets showed a ratio to current liabili- 
ties of about 3.3 to 1 and cash alone of $1,584,041 was 
some $500,000 in excess of current liabilities. 

Confronted with this evidence of the company’s finan- 
cial strength, together with the probability that 1937 
earnings will be between $6 and $7 a share, it ap- 
pears safe to forecast total dividends of at least $5 a 
share. Recently quoted below 65, the shares of United 
Carbon are nearly 30 points below their 1937 high, a fact 
which suggests that in addition to a potentially liberal 
yield, they also offer rather well founded speculative 
possibilities. 





Beech-Nut Packing Co. 





The state of general busi- 
ness appears to make little 
difference to the Beech-Nut 
Packing Co., for it is among 
the few that have demon- 
strated an ability to ear 
money in both good times 
and bad. The Beech-Nut 
line comprises a wide variety 
of food and_ confectionery 
products. It includes hams 
and bacon, coffee, crackers, jellies and chewing gum. 
The Beech-Nut trade name is an exceedingly valuable 
property and the public knows from experience that any- 
thing on which it is found will be of fine quality. 

For the first nine months of this year Beech-Nut re- 
ported a profit of $2,319,341 after all charges but before 
federal taxes. After deducting estimated federal taxes 
and dividend requirements on 45 shares of preferred 
stock, the net profit was equivalent to $4.51 a share on 
the outstanding common. For the first nine months of 
last year the net profit was equivalent to $4.14 a share 
of common. On the basis of results so far in 1937 it seems 
quite likely that the Beech-Nut Packing Co. will have 
a record-breaking year from the standpoint of earnings. 
The current holder of the record is 1928 when profits 
were equal to some $6.50 a share on the common. 

The capitalization of the Beech-Nut Packing Co. may 
be said to consist solely of 437,524 shares of common 
stock of $20 par value. There is a preferred issue, but 
the amount outstanding, 45 shares, is so small as to 
be negligible. There is no (Please turn to page 126) 
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Speculations 


Convertibles 


Strong and Weak Points in Bonds With Conversion Features 


BY J.S. WILLIAMS 


7 BONDS—one of the most popular financ- 
ing vehicles during the past several years—as might be 
expected have declined more or less in unison with the 
stock market and much in the same fashion that they 
participated in the rise in stock prices prior to their 
recent decline. Most of the convertible bonds of com- 
paratively recent issue carried a low coupon rate and 
to insure their ready acceptance by the investing pub- 
lic, they were “sweetened” by providing a conversion 
feature sufficiently close to the market to lend consid- 
erable speculative attraction to the convertible privilege. 

As a result, and as common stock prices rose, many 
convertible bonds soared to heights which reduced their 
current yield to negligible proportions and holders were, 
for all practical purposes, assuming the same risks as 
the common stockholder. Thus for the investor to whom 
a bond commitment is synonymous with conservatism 
was the inherent weakness of the convertible bond dem- 
onstrated. When a bond bearing a 314 per cent coupon. 
for example, sells at 150 to reflect the value of its con- 
vertible privilege, price fluctuations no longer bear any 
relation to such factors as quality, security and interest 
rates, which normally govern bond prices. The value of 
the convertible privilege as determined by the price of 
the stock into which the bond may be converted becomes 


the sole effective factor in governing the price of the 
bond. When this situation exists, the advisability of 
purchasing a convertible bond, say at 150, is question- 
able and unless the actual return on the bond is more 
than may be obtained on the aggregate amount of stock 
into which it may be converted, the investor might well 
purchase the actual stock, to equal advantage. At 150, 
the investment distinction between the bond and the 
stock is practically non-existent and the purchase of 
either becomes a speculative venture ana should be 
recognized as such. 

On the other hand, it may be said in favor of conver- 
tible bonds as an investment medium, that while theo- 
retically there is no limit to the extent to which their 
value may be enhanced by their convertible feature, 
also theoretically the convertible bond may be expected 
to offer resistance on the downside whenever the con- 
vertible privilege ceases to be valuable. A drastic decline 
in stock prices such as has been recently witnessed may 
substantially reduce, if not eliminate entirely, the effec- 
tiveness of the convertible feature. When this occurs 
the bond then becomes subject to the factors which gov- 
ern the prices of non-convertible issues. To that extent, 
therefore, the holder of the convertible bond will have 
fared better in the declining (Please turn to page 128) 
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American Type Founders 
A See 1021 200 95 Convertible into 100 shares of stock. Recent quotation of a 





























Great Northern Rwy. 

2) ee 106 141% 981, Convertible into 25 shares preferred stock. Recent quotation of preferred, 29. 
New York Central 

_ + Oe 89 109%, 83% Convertible through April 30, 1947, into 16 2/3 shares common. Recent quotation of 20. 
Pennsylvania R. R. 

OS i) See 92 11114 823, Convertible into 20 shares of common stock. Recent quotation of 24, 
Phelps Dodge 

Deb, 3168, 1952 ....05.6.5050.5 408 1191 9712 Convertible into 20 shares of stock, Recent quotation of common, 26. * 
Republic Steel 

PME e cece asssssceccoses Tee 130% 99%, Convertible into common stock at $38.04 a share. Recent quotation of common, 18. 








NOVEMBER 6, 1937 








BEST & COMPANY 





Earnings at 


Record High 


Common Stock of Leader in Specialty 


Merchandise in 


BY W. M. 


ja reason why Best & Co. Inc. has so much better 
a record over the years than the majority of department 
stores is probably because the company is not really 
a department store at all—despite the many who think 
so. Best’s is a specialty business in retail merchandise. 
A quality line of women’s and children’s clothing is 
handled, together with some men’s clothing and certain 
novelties. Among the points at which it differs from a 
regular department store is in the lack of typical depart- 
— for yard goods, household furnishings and other 
ines. 

Best & Co.’s main store is, on Fifth Avenue in New 
York City. It operates, however, a number of branches 
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in the surburban territory surrounding New York and 
other branches adjoining Philadelphia, Boston, Detroit 
and Cleveland. Several resort branches are open season- 
ally. The management of the business is centralized at 
the main store and it is here that all buying and pricing 
is done. 

Although the depression meant some loss of volume 
and a considerable reduction in profits to the Best organ- 
ization, never since the incorporation of the present 
company in the summer of 1924 has there been a loss 
reported. The depression brought merely an interrup- 
tion to the steady upward march in net income and any 
ground lost then has been regained since. Net income 
reached a low point of $328,965 in the fiscal year which 
ended January 31, 1933. This was equivalent, after 
dividends on the employee preferred stock, to $1.05 a 
share on the outstanding common stock. In subsequent 
years per-share earnings on the common have risen 
steadily, reaching $4.21 for the fiscal year ended January 
31, last. 

It is by no means unlikely that in the accounting 
period to end next January another new record will be 
established. For the six months to July 31, 1937, the net 
profit of $569,315 after depreciation, federal income 
taxes, the tax on undistributed profits and other charges, 
was equal to $1.86 a share on the outstanding common 
after dividends on the preferred. For the corresponding 
previous period the company reported a profit equal to 
$1.67 a share of common. 

The capitalization of Best & Co. consists of 300,000 
shares of commen stock of no-par value, ahead of which 
there were only 3,079 shares of preferred stock of $100 
par value. There is no funded debt other than a mort- 
gage on the Fifth Avenue property in the amount of 
$800,000. A year or so ago this mortgage totaled $950,- 
000 on which 414 per cent per annum was being paid. 
When the debt fell due it was reduced to the present 
sum and the rate of interest cut to 4 per cent for three 
years. During 1935 all the mortgages on the branches 
were liquidated. 

A student of the various plans that have been devised 
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to enable employees to participate in the 
business for which they work will find 
the preferred stock of Best & Co. an in- 
teresting issue. Most employee stock 
purchase plans have a fundamental de- 
fect: the employees are induced to place 
their savings into the common stock of 
a fundamentally speculative business 
with the result that their savings and 
their means of livelihood are both in 
jeopardy during the worst of a depres- 
sion. The Best plan, while it may not 
be ideal in so much as it appears to be 
of rather imited application, neverthe- 
less is unquestionably sound in principle. 
In the first place, the business has dem- 
onstrated a much greater stability than 
most and, when this is the case, a small 
issue of preferred stock possesses the real 
investment standing which is so neces- 
sary for employees’ savings. In the sec- 
ond place, the stock is cumulative up to 
6 per cent per annum but the directors 
have the power to declare as much as 8 
per cent, thus enabling the employees 
to participate in the prosperity of the 
good times. The year 1931 was the last 
time employee holders of the preferred 
were paid as much as 8 per cent and 
hence it cannot be said that they have 
participated to any extent in the im- 
provement which their company has en- 
joyed since the worst of the depression. 
However, the idea of a very strong par- 
ticipating preferred for sale to employees is one which 
might be more generally followed. 

The high earnings of the past year or two have car- 
ried Best & Co.’s working capital to a new peak. As of 
January 31, last, current assets were in excess of $5,000,- 
000 of which not far from $2,000,000 was in the form of 
cash or its equivalent. Current liabilities aggregated 
$900,000. The book value of the common stock at the 
end of the last fiscal year was $31.05 a share, against 
$29.62 a share at the end of the previous twelve months. 

Past dividend policy has been fairly conservative. In 
May and August last year stockholders received 50 cents 
a share, in November 6214 cents and in January, this 
year, another 6214 was paid together with an extra of 
50 cents. This makes a total for the fiscal year of $2.75 
a share, compared with earnings of $4.21 a share. For 
the current fiscal year Best & Co. has distributed so far 
three quartely dividends of 6214 cents; stockholders can 
count on another quarterly of the same amount, which 
might well be augmented by an extra as was the case 
last January. If a 50-cent extra were paid, it would 
mean total dividends for the twelve months of $3 a 
share—a return which is nearer 8 per cent than 7 per cent 
on the capital invested in the common stock at its pres- 
ent price of below $40. This is a high yield on the 
stock of a sound, well-managed company during a time 
which is generally supposed to be an era of cheap money. 

So far as the future is concerned, Best & Co., Inc., en- 
joys certain advantages over other merchandising com- 
panies. Its trade is with the more well-to-do and the 
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company therefore need not compete from a price stand- 
point as vigorously as is the case with most. Goodwill, 
which incidentally is carried on the balance sheet at $1, 
is of very real value to Best. This serves to explain why 
the margin of profit has long been higher than the 
average. Last year it rose to 8.57 cents per dollar of 
sales despite a sharp rise in taxes and charges compared 
with 8.51 cents in the previous fiscal year. One must 
not jump to the conclusion, of course, that it follows 
from a high margin of profit that a customer at Best’s 
receives less value for his money than might be obtained 
in other stores. This is emphatically not necessarily 
the case: there is efficiency of operation to be considered 
and no one has ever contended that Best was other 
than a keenly run organization. Then, too, there is the 
matter of style and the well made and designed clothes 
in which Best specializes naturally are sold on a wider 
margin of profit than those made for the masses of the 
people. All this sums up to the fact that the manage- 
ment of Best & Co. has been smart enough to cater to 
a quality market and also smart enough not to empha- 
size quality to the exclusion of all thought of volume. 
Hence, it does a business of sufficient size to keep mat- 
ters moving along nicely and at a margin of profit which 
results in an exceedingly happy combination. 

Although there are logical grounds for the belief that 
the tremendous decline in security prices will have cer- 
tain adverse effects upon the business of Best & Co., 
these adverse effects may well be less severe than one 
would anticipate even with (Please turn to page 126) 
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An Interesting Bond Speculation 


The relative market action of the 
principal bond issues of Kansas City 
Southern Rwy. suggests a potentially 
profitable trading opportunity. The 
Ist Mtge. 3’s of 1950 ordinarily sell 
but several points below the 5’s 1950, 
though the latter are junior to the 
3’s and have only a second mortgage 
on the assets pledged to secure the 
3’s. Even in 1933, the 5’s established 
a market high about 1214 points 
above the 3’s and a low of only 3 
points under them. During the 
earlier months of this year, the mar- 
ket spread was as much as 7 or 8 
points in favor of the 5’s. Whenever 
the railroad outlook becomes 
clouded, however, the senior issue 
holds up better marketwise. Cur- 
rently the latter are quoted around 
75, while the 5’s are about 11 points 
lower. Anything in the nature of 
developments favorable to the rail- 
roads might be expected to close this 
gap, and in favor of the junior 3’s. 
In the circumstances holders of the 
3’s might well find the present an ad- 
vantageous opportunity to switch 
into the 5’s. as a strictly speculative 
venture. 





Utilities Look to the 
Supreme Court 


The United States Supreme Court 
has ruled that arguments testing the 
validity of the Public Works Admin- 
istration’s municipal power program 
will be heard on December 6. The 
Duke Power Co., is contesting the 
legal right of P W A to grant a 
$2,582,000 loan for the construction 
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of a municipal power project at Buz- 
zards Roost, S. C., while the Ala- 
bama Power Co. is contesting similar 
P W A loans for the construction of 
hydroelectric plants in six Alabama 
towns. In the light of the recent 
tuling by the Supreme Court, it ap- 
pears likely that a decision will be 
handed down early next year, and 
will mark a crucial point in the con- 
test between public and private own- 
ership of electric power properties. 
Next year may also produce the long 
anticipated battle between the pub- 
lic utility holding companies and the 
Securities Exchange Commission in- 
volving the validity of all or part of 
the Public Utility Act of 1935. 
Whatever the outcome of these im- 
portant legal battles may be, it 
doesn’t seem possible that the shares 
of representative utility and holding 
companies could become less favored 
marketwise than they are at the 
present time. An important court 
victory by the utilities would do 
much to remove the uncertainties 
which have been hanging over this 
group for nearly three years. 





Newsprint Prospects Clearer 


In anticipation of higher prices an- 
nounced for 1938, leading newspaper 
publishers in the United States have 
been steadily accumulating an in- 
ventory of newsprint at the current 
price of $42.50 a ton. Last March 
International Paper announced an 
advance of $7.50 a ton in the price 
of newsprint, to become effective on 
1938 contracts. Recently, however, 
uncertainty over the price situation 
crept into the outlook—uncertainty 





growing out of continued high pro- 
duction, mounting stocks and _ the 
failure of consumption to come up 
to earlier expectations. Moreover the 
situation was complicated further by 
the absence of any announcement 
from Great Northern Paper, a lead- 
ing factor in the industry, as to its 
1938 price policy. Recently, how- 
ever, two phases of the prospect have 
been clarified. Great Northern has 
announced a price of $48.50 a ton for 
the first half of next year, and $50 a 
ton for the last half. Leading Ca- 
nadian producers have taken steps 
to curtail production. Whether other 
producers will adjust prices down- 
ward to conform with Great North- 
ern is not known, but so far as prices 
for the last six months of 1938 are 
concerned, it now appears that all 
major producers are in accord. This 
does not mean that the situation 
could not be disrupted by falling 
demand and excessive production. 





Looking Ahead 


Aluminum Co. of America will 
spend $400,000 in an institutional 
advertising campaign. ... U.S. Steel 
has made a movie of the steel busi- 
ness without any advertising or pro- 
motional material and previewers re- 
port that it is a “honey”... . Ben- 
dix Aviation has announced an en- 
tirely new type of washing machine, 
matching the householder’s electric 
refrigerator both in appearance and 
convenience. . . . The number of re- 
tailers circumventing the price-main- 
tenance laws is mounting steadily. 
The favorite device is the granting of 
excessive trade-in allowances. 


THE MAGAZINE OF WALL STREET 





—* 


— —-e 5 


gm wmme 





al 


pro- 
| the 
e up 
r the 
er by 
ment 
lead- 
o its 
how- 
have 
. has 
n for 
350 a 
Ca- 
steps 
yther 
own- 
orth- 
rices 
3 are 
t all 
This 
ation 
ling 
ion, 


will 
ional 
Steel 
busi- 
pro- 
‘Ss re- 
Ben- 
 en- 
hine, 
ctric 
and 
f re- 
1ain- 
dily. 
ig of 


REET 


People who should know 
about those things say that 
the new Lincoln-Zephyr by 
Ford is five years ahead 
in its body styling. 
Czechoslovakia, which is 
now negotiating a_ trade 
treaty with the United 
States, bought over $7,- 
000,000 worth of merchan- 
dise and commodities from 
us in the first eight months 
of this year, a gain of more 
than 175% over the same 
months last year and the 
largest increase to be reg- 
istered by any of our 
foreign customers. 


Preferred Stocks with 
Arrears 


Although business recov- 
ery has enabled many com- 
panies to discharge accu- 
mulated and unpaid pre- 
ferred dividends, there is 
still a fairly sizable list of 
preferred stocks on which 
arrears have still to be 
paid. The market decline 
has resulted in substan- 
tially lowering the price of 
these issues, which leads to 
the assumption that. this 
group may now offer some- 
thing unusual in the way 
of speculative opportuni- 
ties. Such an assumption, 
however, is fraught with 
considerable risk. It might 
be reasoned that any com- 
pany which thus far has 
been unable to liquidate its 
preferred dividend obliga- 
tions can hardly hope to do 
so if we run into a period of 
general business recession. 


Hence, the need for considerable 





Developments in Companies Recently Discussed 


Container Corp. Company's net profit for 


the first nine months totalled $1,745,756 
and was equal to $2.24 a share for the 
stock, comparing with the equivalent of 
$1.31 a share on a smaller number of shares 
in the same months a year ago. Paper- 
board industry, as a whole, in the final 
quarter, will probably operate at increase 
of about 10% over last year as compared 
with an increase of 25% in the earlier 


months of this year. 


Westinghouse Electric. Although the recent 


volume of orders has dropped below the 
earlier peak this year, incoming business 
continues fair. Nine months’ bookings to- 
talled $191,200,758, compared with $134,- 
148,358 in the same period last year, while 
billings this year of $154,839,997 compared 
with $115,992,637 a year ago, an increase 
of 33%. 


Philip Morris. The vigorous uptrend in the 


company's earnings shows no signs of abat- 
ing. For the six months ending September 
30, last, net profit of $3,136,443 was equal 
to $6.04 a share for the stock comparing 
with $1,700,507 or $3.27 a share in the 
same period last year. 


Continental Oil. Company in the first nine 


months of this year earned $2,000,000 more 
than in the entire 1936 year. Last year 
profits attained a new high record and it 
is a foregone conclusion that current re- 
sults will be appreciably larger. Gress 
operating income this year is up 19%, 
while expenses increased only 13%. Net 
in the first nine months was equal to $2.48 


a share on the capital stock, comparing 


with the equivalent of $1.72 a share in 
the same months last year. For the full 
1936 year, per-share earnings were $2.05. 


"Steel" Dividend. There is only a bare possi- 


bility that U. S. Steel will pay another divi- 
dend out of 1936 earnings. Whether the com- 
pany does or not will depend on the rate 
of operations in the final quarter. Opera- 
tions in the third quarter averaged around 
80°% of the company’s capacity and earn- 
ings for this period were equal to $2.79 
a share for the common stock. Recently 
the rate of operations has been below 50°% 
and if the average for the final three 
months is no higher, the common stock will 
show no earnings for this period. It might 
be noted that with operations averaging 
about 47% of capacity in the first quarter 
of 1936, the company showed a deficit for 
the common equal to 34 cents a share. Out 
of earnings for the first nine months this 
year, the company set aside $4,500,000 as 
a contingent provision for surplus profits 
taxes, an amount which should be suffi- 
cient to cover a moderate profit in the 
closing months. It would appear, therefore, 
that an early and sustained improvement 
in the rate of operations would be re- 
quired to justify the expectation of another 


dividend on the common this year. 


National Distillers. Coincident with the third 


quarter report, the company announced 
that wholesale prices on two popular 
brands of bonded whisky would be lowered 
20%, in line with the previously expressed 
intention of the management to reduce 
prices as soon as aging stocks became 


adequate. 





Owens-Illinois Glass 


discrimination in selecting issues of 


this type. Viewed strictly from a 


Owens-Illinois Glass recently dedi- 





speculative standpoint, however, cated a new research laboratory 
there are several preferred issues which appropriately enough is con- 
which would appear to possess fair structed almost entirely of glass 
possibilities. These include Repub- — blocks. If this new building pro- 
lic Steel 6% preferred with $25.50 duces anything matching the devel- 


arrears; American Power & Light 69) 
preferred with $16.1214 arrears; 
Associated Dry Goods 7% 2nd pre- 
ferred with $31.50 arrears; Revere 
Copper & Brass 7% preferred with 
$33.25 arrears and United Gas 7% 
preferred with arrears of $25.1214. 
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opments of the past several years 
in the use of glass, it would hardly 
be surprising. Glass is now being 
spun into fibres to be used in drap- 
eries, curtains and upholstery. Glass 
fibre has been found suitable for 
wire insulation, as a filtering prop- 


erty for use in air conditioning and 
has even been adapted for use as 
wall “paper.” Surely, the old prov- 
erb about people in living in glass 
houses has become literal truth. All 
of which means broader industrial 
horizons increased diversification and 
larger earnings for Owens-Illinois. 
This year the company’s earnings 
have recorded an appreciable gain 
and for the twelve months to 
September 30, net was equal to 
$4.08 a share vs. $3.62 a year ago. 
The most recent dividend was at the 
rate of $1 a share. 
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Low Priced Stocks 
with Profit Possibilities 


Now Is the Time to Establish Tax 
Losses and Effect Favorable Switches 


BY THE MAGAZINE OF WALL STREET STAFF 


a recent slump in stock prices has enlarged greatly 
the number of issues which might properly be classified 
as low priced. The severity of the decline has lowered 
quotations of many issues to a point creating an unusu- 
ally conservative price-earnings ratio—conservative even 
if ample allowance is made for a fairly sharp recession in 
general business over the next several months. The 
mere fact, however, that many common stocks are now 
quoted substantially under their 1937 highs is not to be 
accepted as proof positive that they are undervalued. 
Faced with the prospect of less active business, the ne- 
cessity of care and discrimination in the choice of specu- 
lative stock commitments cannot be too strongly em- 
phasized. 

Another point which should be noted at this time is 
the opportunity to establish tax losses, particularly on 
speculative commitments identified with companies and 
industries whose prospects for the next several months 
at least are subject to adverse prediction. The present 
level of stock prices affords an opportunity to employ 
such funds to better advantage in low priced issues hav- 
ing a comparatively favorable industrial outlook. From 
the accompanying list of such issues, several have been 
selected arbitrarily for more detailed discussion. 





Recent 1937 Divi- 
Price High Low dend 
Crown-Zellerbach Corp. $13. 25% 82 §$.25* 


*Paid this year. 


Operations of Crown-Zellerbach Corp. embrace prac- 
tically every major phase of the paper industry, and the 
organization is one of the largest in its field. Although 
newsprint is the leading product, other paper items in- 
clude kraft wrapping papers, tissue papers, wax papers, 
paper bags and towels and a diversified line of paper con- 
tainers. The company also produces pulp from its own 
timber and, in its entirety, represents a well-rounded 
industrial project. Operations are confined principally 
to the Pacific Coast and Rocky Mountain states, the 
company numbering among its customers some 100 
daily and weekly newspapers. 

Earlier this year, taking advantage of greatly im- 
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proved conditions in the paper industry, Crown-Zeller- 
bach revised its corporate and capital set-up. As a 
result the chief subsidiary, Crown Willamette Paper 
Co. was consolidated; preferred dividend accumulations 
of both companies were eliminated; and the present 
capitalization consists of about $9,900,000 6 per cent 
first mortgage bonds, $9,350,000 long term notes, 529,- 
655 shares of $5 convertible preferred stock and 2,251,- 
199 shares of common stock. 

Responding to near-capacity operations and moder- 
ately higher prices, the company’s earnings in the cur- 
rent fiscal period have recorded a sizable gain over the 
corresponding months last year. Net income for the 
quarter ended July 31, last, of $2,507,711 was equivalent 
to 81 cents a share on the commen stock, compared with 
net income equal to 27 cents a share in the correspond- 
ing period of 1936. For the full fiscal period, ending 
April 30, next, earnings may equal upwards of $2.50 a 
share on the common. Contract prices for newsprint 
covering the first six months of next year have been ad- 
vanced $5.50-$7.50 a ton, which should be an effective 
factor in further improving the earning power of Crown- 
Zellerbach, unless, of course, production gets out of 
hand. At this time, however, it would appear that the 
prospect of sustained stability in the paper industry is 
sufficiently assured to lend well defined speculative at- 
traction to Crown-Zellerbach common shares. After a 
lapse of about seven years, the company resumed divi- 
dend payments on its common shares, last August, with 
a payment of 25 cents. Doubtless additional disburse- 
ments will be forthcoming. 


Recent 1937 Divi- 
Price High Low dend 


Spiegel, Inc. $13 28% 8% $1 


Spiegel, Inc., specializes in the sale by mail order of 
such merchandise as household furnishings, wearing ap- 
parel, jewelry, hardware, automobile tires and acces- 
sories, plumbers’ supplies, farm appliances and imple- 
ments and various other items. Practically all of the 
company’s busines is conducted on an installment basis 
and sales efforts are concentrated in small rural com- 
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munities, and through the medium of catalogs and 
special bulletins. No stores are operated. During re- 
cent years, the company has eliminated many super- 
fluous items of merchandise from its list, concentrating 
on those products, which in its experience, enjoy a rapid 
turnover and lend themselves readily to the company’s 
sales policies. As a consequence, operating costs are 
smaller and the margin of profit somewhat larger than 
in the case of the average mail-order enterprise. 

Coincident with the improved financial status of the 
farmer and the greatly increasing purchasing power of 
rural communities, Spiegel, Inc., has experienced a sus- 
tained upward trend in sales. Sales in the month of 
September, last, were more than 23 per cent larger than 
in September, 1936, and the most recent month marked 
the fifty-sixth consecutive increase over the correspond- 
ing month a year previous. Total sales of nearly 
$36,000,000 in the first nine months of the current year 
were the largest in the company’s history, and were 28 
per cent ahead of the same months last year. 

Earlier this year the company sold 100,000 shares of 
$4.50 convertible preferred stock, utilizing the proceeds 
to retire 40,536 shares of 614 per cent preferred stock. 
The balance of the funds was applied to working capital 
for the purpose of financing the mounting volume of 
sales. Common stock outstanding amounts to 1,275,658 
shares. 

In the first nine months of the current year net profit 
of $2,122,819 was equal to $1.44 a share on the com- 
mon stock, contrasting with $2,199,693 in the same 
period of 1936. Profits for the twelve-month period 
ended September 30, last, were equal to $2.36 a share. 
Moreover, earnings are conservatively stated, inasmuch 
as it is the policy of the company to report earnings for 
tax purposes on the cash-collection basis, instead of on 
the accrual basis. 

Total dividends paid by the company this year have 
amounted to $1 a share on the common, but with the 
probability that current earnings will be upwards of 
$2.50 a share on the common stock, the expectation of a 
fairly generous year-end dividend would seem war- 
ranted. Judged by any reasonable standard, the shares, 
recently quoted at 13, would appear under-valued in re- 
lation to both dividends and conservatively estimated 
earnings. 


Recent 1937 Divi- 
Price High Low dend 
National Acme Co. $12 24 8 $0.50* 


*Paid this year. 


Identified prominently with the machine tool indus- 
try, National Acme Co. specializes in the manufacture 
of single and multiple spindle automatic screw machines, 
turret lathes and chucking machines. Other products 
include screw machine products and threading tools. 
Although a substantial portion of the company’s busi- 
hess is transacted with the automobile industry, diver- 
sity of products has increased industrial customers to 
include railroads, electrical equipment manufacturers, 
and munitions makers. 

For some time, the machine tool industry as a whole 
has enjoyed a high rate of activity and new orders last 
April set an all-time record. Although recently there has 
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Opportunities in Low Price Common Stocks 


Recent ——1937—— Estimated 

Issue Price High Low Earnings 
1937 
Spiegel, Inc......... eT Pee 13 28%, 85 2.60 
nL naar 18 41%, 12% 2.00 
EN eno he a Gu tals 7 123%, 4%, 0.50 
Pittsburgh Screw & Bolt................. 9 20 4, 1.00 
a 12 24 8 2.00 
oo 14 29%, 10 1.50 

Distillers Corp.-Seagrams................ 15 29 10 3.95(a) 
MAOWH LONOIIBEN 6.5.o.5.6 6.555555 bo sccccaee 13 25%, 8% 2.50 


(a) Actual earnings year ended July 31, '37. 





been some falling off in domestic orders, this slack has 
been more than taken up by increased foreign business, 
and large backlogs of unfilled orders have not been mate- 
rially reduced. In some divisions, National Acme is re- 
ported to be booked eight months ahead and for the full 
current year earnings promise to equal $2, and _per- 
haps more, per share. 

Last year National Acme retired $827,000 first mort- 
gage 6 per cent bonds and funded debt, according to 
the latest balance sheet, now totals $750,000 414’s due 
1946 and $600,000 in notes maturing November 30, 
1938 to 1941. Outstanding capital stock totals 500,000 
shares, on which dividends aggregating 75 cents were 
paid last year. Two interim dividends of 25 cents a share 
have been paid this year but with profits for the first 
nine months equalling $2.39 per share, total current divi- 
dends of at least $1 a share would be a censervative 
forecast. 

Currently quoted around 12, the shares are selling 
50 per cent lower than their previous high this year. 
With the benefit of more stable market conditions, 
higher quotations more in keeping with prospective 
earnings and potential dividends would seem to be in 
order. The shares, therefore, commend themselves as 
an interesting speculative vehicle, offering a promising 
equity in an industry favored by more clearly defined 
prospects than some of the other heavier industrial 
fields. 


Recent 1937 Divi- 
Price High Low dend 
Glenn L. Martin Co. $14 29% 10 None 


One of the pioneers in aviation, Glenn L. Martin 
is credited with some of the most progressive develop- 
ments in the perfection of aircraft and, the organization 
which bears his name, and of which he is the active 
head, is one of the oldest in the aviation industry. 

Last year was the most profitable in the company’s 
history. Net sales increased sharply to $6,219,773, of 
which $1,734,340 was contributed by products exported. 
Net income, after interest and taxes, last year totalled 
$732,652, or the equivalent of approximately 87 cents a 
share on the stock outstanding at the close of the year. 
At the end of 1936, unfilled orders were in excess of 
$9,600,000. 

The company’s principal plant is located at Middle 
River, Maryland, and in the 1936 report, it was stated 
that since the establishment (Please turn to page 125) 
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THE BUSINESS ANALYST 





aking. the Pulse of Business 


Wan: check payments and lumber 
shipments have expanded at a some- 
what better than normal seasonal 
rate during the past fortnight, other 
components of our Business Activity 
Index have declined enough to more 
than counterbalance these few in- 
dividual gains; so that the country’s 
volume of production and shipments 
has contracted farther on a_ per 
capita basis to around 92% of the 
1923-5 average. This represents a 
recession of about 11% from the re- 
covery peak of 103.1 reached during 
the second week of September; 


a 


— Activity 11% Below Peak 


— No Long Recession in Sight 


— Rail Outlook Brighter 


— Heavy Stocks in Steel 


by more than 50%. Additional re- 
ports comparing September this year 
with the like month of 1936 tell of a 
28% increase in dividend payments, 
an 8.3% rise in farm income, and a 
net gain by the Bell System of nearly 
100,000 new stations. 

Other constructive developments 





covery peak, and that the set-back 
should be comparatively short lived. 
Measured by pre-1929 standards a 
drop of such magnitude would have 
been classed as a major depression; 
yet it would actually be no greater 
than the post-NRA corrective reac- 
tion in 1934, which occasioned no 
great concern at the time. The older 
norms are outmoded. Under a man- 
aged economy, especially when Gov- 
ernment meddling with industry and 
finance is world wide, we must be- 
come inured to more violent ups and 

downs in business as well as in 





yet the national income is still 
running a little ahead of last 
year at this time, because the set 
back of recent weeks has thus far | 
been not much greater than a_ | 
year ago when labor trouble was | 
hampering automobile produc- 
tion. Last year at this time the 
stock market was climbing in 
spite of the business recession 
then in progress, a contrast 
which brings out rather strik- | 
ingly the dominant role played | 
by psychological influences, so 
far at least as the stock market 
is concerned. 

A number of favorable devel- 
opments since our last issue | 
point to the conclusion that | 
business thus far has been more 
scared than hurt. It is cheering 
to learn that the slump in stock 
and second grade bond prices 





BUSINESS ACTIVITY | 


1923-25 = 100 
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stock, bond and commodity 
prices. When stupid and tardy 
political controls replace the sen- 
sitive checks and balances of a 
free economy, progress is bound 
| to be hectic. 
| By this time it is pretty well 
| recognized that the business out- 
| look this Spring was by no means 
so rosy as a two-year bull mar- 
| ket had led people to believe 
| Conversely, we predict that busi- 
| ness men will see before long that 
| current prospects are far from 
| being so gloomy as the late mar- 
ket slump caused them to sup- 
pose. There is even a measure 
of truth in the Washington offi- 
| cial contention that a moderate 
| business recession at this time 
may be healthy. Labor was 
getting too cocky (a business 
obstruction not mentioned in the 
Washington dispatches), while 





had, up to the end of September 








at least, apparently interfered 

less with programs for plant expan- 
sion than with contemplated refund- 
ing operations; since the amount of 
new capital raised through flotation 
of corporate securities in September 
came to more than double the total 
for August and topped September a 
year ago, when stocks were booming, 
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during the past fortnight—including 
the rebound in security prices, the 
possibility of labor peace and a some- 
what more favorable railroad out- 
look—tend to strengthen the opinion 
voiced here in our last issue that the 
present business recession will not 
extend beyond 20% below the re- 


prices were advancing too swiftly 
and had begun to check consump- 
tion. A small dose of deflation at 
this juncture will make labor a little 
more reasonable, will enable ultimate 
consumption to absorb excessive in- 
ventories, and should lay a firmer 
foundation for the next wave of busi- 
ness expansion, unless payrolls mean- 
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while are reduced faster than prices. 

It should also be helpful in main- 
taining a more realistic perspective 
to observe that, regardless of fourth 
quarter developments, the year as a 
whole will compare quite favorably 
with 1936. Industrial profits for the 
third quarter averaged about 12% 
higher than a year ago, compared 
with a 20% gain for the second quar- 
ter and a 50% increase during the 
first quarter. For nine months the 
improvement has thus averaged 
about 27%. 


The Trend of Major Industries 





STEEL—tThe sharp drop in steel 
operations to a level which, at pres- 
ent writing, is about 30% under last 
year at this time is attributable less 
tc curtailment in actual consumption 
than to a decision by producers and 
customers to reduce inventories. The 
only serious drop in actual consump- 
tion has been in railroad steel. 
Structural demands are about on a 
level with last year, while export de- 
mand and the tonnage actually go- 
ing into production of motor cars, 
machine tools and farm implements 
is well above a year ago. Unfortu- 
nately there are no statistics avail- 
able which give an adequate picture 
of steel inventories. President Kerr 
discloses that the Lehigh Valley 
Railroad has 900,000 more tons of 
steel on hand than a year ago, and 
there must be many other instances 
of overstocking during the inflation 
scare of last Spring. Up to a little 
more than a month ago, even the 
steel mills were building up rather 
heavy stocks of ingots and semi- 
finished products in order to keep 


ee ee en 


STEEL OPERATIONS 
100 








90 
80 
70 


60 


Jo OF CAPACITY 


50 














n fever yeguuverey 





40 ol ee Lid, 4. | 
JFMAMJJASOND | 


= 











running at an economically high rate 
as long as possible. This explains 
why the slump in steel operations is 
much sharper than in general busi- 
ness activity, and also suggests that 
the approaching pick-up in orders 
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from consumers may not be followed 
immediately by a corresponding rise 
in the steel ingot rate. The closing 
months of 1937 and the first quarter 
of next year will also feel the loss of 
a considerable volume of rail and 
equipment steel which is normally 
taken at this season; but which the 
carriers will neither require nor be 
able to purchase until their revenues 
improve. The present outlook for 
smaller independents who produce 
the lighter shapes is much rosier than 
for the large companies which de- 
pend upon a demand for heavy prod- 
ucts. Up to a fortnight ago one of 
the smaller independents was actu- 
ally operating at 100%. 


CONSTRUCTION — In view of 
the current pessimism in business 
circles, and the unhealthily swift ad- 
vance in construction costs, and the 
tapering off in WP A expenditures, 
it must be conceded that construc- 
tion activities are holding up remark- 
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ably well. Building permits in Sep- 
tember were fractionally ahead of the 
like month last year in estimated 
cost, a 14% recession in residential 
permits having been a little more 
than offset by gains in repair work 
and in non-residential projects. The 
value of contracts actually awarded 
during September in 37 States East 
of the Rockies showed a 10% decline 
from last year; though non-residen- 
tial awards gained 9%. Thus far. 
construction activities in October are 
holding at about the September 
levels. Recent reductions in the 
prices of lead, copper, zinc, lumber 
and bricks point to a softening in 
material costs which should before 
long help in some measure to stimu- 
late building; though labor costs 
are naturally much less respon- 


sive to a falling demand, except 
insofar as this may increase the 
supply of unemployed non-union 


workers. 





RAILROADS—In spite of a con- 
siderably heavier crop movement, 
railroad car loadings have passed 
their seasonal peak this year several 
weeks earlier than usual and, owing 
to the general business recession, 
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have fallen a few per cent under last 
year’s level. October gross is thus 
likely to be somewhat below that of 
a year ago. Total operating revenues 
for September were a little higher 
than a year earlier; but net was off 
only 17%. compared with a 25% de- 
crease in August. With more rigid 
curtailment of maintenance expen- 
ditures, plus higher freight rates 
during November and December, it 
is expected that fourth quarter net 
income will not drop seriously below 
the 1936 level. Freight rate increases 
granted since our last issue should 
add about $47,000,000 to annual in- 
come, the bulk of this increase going 
to Eastern trunk lines and the soft 
coalers; but this will serve to com- 
pensate for only 40% of a year’s pay 
‘ise, and general increases in both 
freight and passenger rates will be 
sought soon. Fortunately, the I. C. 
C. has at last conceded that returns 
on property investments are con- 
spicuously inadequate, and — it is 
generally believed that, within the 
next half vear, there will be a general 
upward revision of rates, based upon 
costs of service, which will also apply 
to trucks in the case of competitive 
tariffs. This is the most welcome 
news for railroad investors in many 
a vear. It begins to look as though 
the worst is about over for the car- 
riers: though holders of securities is- 
sued by roads now in receivership 
should note that recent refusal of 
the R FC to extend further financial 
aid to the carriers is likely to force 
« more drastic scaling down of fixed 
obligations under future plans of re- 
organization. Reorganization prog- 
ress for many reasons continues to 
he agonizingly slow. 








AUTOMOBILES—On the eve of 
the Automobile Show no dealer or- 
ders have been reduced in conse- 
quence of the stock market slump; 
but retail show rooms indicate some- 
what less interest than last year in 
new models. This is attributed to 
the 8% to 10% advance in prices, 
fears of further business recession, 
and a possibility that the cream of 
the buying market has _ been 
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skimmed during the past few years. 
By way of anticipating price ad- 
vances, retail sales of motor cars in 
September were 22% above a year 
ago in aggregate value. During 
twelve months ended September 30, 
5,110,000 cars and trucks were pro- 
duced, the greatest 12-month output 
in the industry’s history, except for 
the calendar year, 1929. 


OIL—Present indications are that 
the oil industry will earn about 30% 
more this year than in 1936, when 
profits were the best for any year 
since 1929. This is in 


METALS—The September report 
on copper statistics, released just 
after our last review was written, dis- 
plosed a further increase of 12,900 
tons in world stocks of refined and 
blister, in face of a 13,700-ton gain in 
apparent consumption. Domestic 
consumption decreased 1,780 tons in 
September, and stocks increased 
17,500 tons. Meanwhile the domes- 
tic price has been lowered to 12c, and 
Inspiration is curtailing its Arizona 
output 40%. Consumers here are 
drawing upon stocks accumulated 
during the Spring buying rush, and 
sales by producers and smelters will 
remain light until such stocks have 
been further reduced or until some- 
thing occurs to reanimate the infla- 
tion spectre. In spite of a 13,000-ton 
reduction in domestic stocks during 
September, the price of lead has been 
cut another 25c. Excessively high 
stocks of tin have at last driven the 
International Tin Committee to 
recommend a 25% reduction, to 85% 
of standard tonnages, in the quota 
for the first quarter of 1938. 


MERCHANDISING — Thus far 
there has been no considerable reduc- 
tion in payrolls as a consequence of 
the business recession, except in the 
steel and textile industries; so that, 
with farm income and dividend pay- 
ments running well above a year ago, 
there appears to be no reason to ex- 
pect any slackening this year in the 
demand for merchandise. According 


to the National Retail Dry Goods 
Association, retail trade during the 
first half of October averaged 8% 
ahead of last year. In some lines in- 
ventories are still excessive and 
wholesale purchases have been 
stopped altogether. Woolen goods 
are being shaded, and men’s wear 
fabrics have been cut 12144%. 


UTILITIES—Electric power out- 
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put, though expanding at a some- 
what less than normal seasonal rate, 
manages to keep more than 5% 
ahead of a year ago, in the face of 
general business recession. In spite 
of this vitality, however, rising costs 
continue to eat into the margin of 
profit. Sooner or later the plight of 
the utilities must be accorded the 
official recognition recently granted 
to the railroads by the I. C. C. 


Conclusion 
While business activity has _ re- 
ceded further since our last issue, 
down to around 92% 








spite of wages averag- | 
ing 50% higher than | 
during the boom year, 
1929. Average work- 
ing hours per week 
have been shortened 
to 35.6, from 49 in 
1929. The Bureau of 
Mines has _ reduced 
the daily allowable to 
3,509,000 bbls. for 
November, against 
actual production of 
3,613,000 during the 
past fortnight. Texas 
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...no change 
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=) of the 1923-5 average, 
| the recession thus far 
amounts to only 11% 
from the_ recovery 
high, and the coun- 
try’s volume of pro- 
duction and_ ship- 
ments is still a little 
greater than last year 
at this time. The set- 
back will probably go 
somewhat farther be- 
fore the year-end; but 
should be regarded 
merely as a compara- 
tively mild adjust- 
ment of excesses de- 
veloped during the 
Spring. Before very 
many months have 
passed a firmer foun- 
dation will have been 
laid for the next wave 
of business expansion. 
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Finance Securities Business 
| Latest Previous Year 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX MONEY RATES Week = A 
1936 Indexes 1937 Indexes | Time Money (90-day). ..... 1% 14% 1%% 
.° i Prime Commercial Paper.... . 1% 1% %4@1% 
High Low Issues (1925 Close—100) High Low Oct.16 Oct. 23 Oct. 30 | Call Money. 1% 1% 1% 
06.0 78.4 330 COMBINED AVER. 122.0 60.6 61.1 60.6x 69.3 I iin? 1% 9% 1% 
204.6 113.4 § Agricultural Implements... 253.3 126.2 135.5 126.2x 149.6 || wo ees ° ” : 
68.6 39.9 6 Amusements PE 72.6 40. 42.6 40.4x 50.5 |} RE 
143.5 116.8 16 Aut . 146.6 66.6 66.6x 67.9 79.2 || CREDIT 
24.9 17.7 13 Automobiles............ 30.1 12.1 12.1x 12.5 14.4 || Bank Clearings, N. Y.t........ $3,557 $3,832 $3,651 
156.8 104.3 8 Aviation(1927Cl.—100).. 178.0 73.4 80.7 73.4x 83.4 || Bank Clearings 
23.8 3126 3 Beking Gone g. ree 28.5 ott4 10.4x oo? 3128 | (outside N. Y.)t......... 2,289 2,598 2,151 
5 8.6 2 Bots. & Cks — 547.0 9 342.4 9x s Hi A 
262.0 202.8 3 Business Machines......... 308.6 158.4 167.4 158.4x 176.2 || Prokers’ Loans, F.R.t....... 779 _ 978 
SOTA SIGS © CaNs..000. ccc cccce cscs 242.8 167.8 172.5 167.8x 187.9 || 
237.1 187.5 10 Chemicals............... 247.7 137.0 143.8 137.0x 150.0 || Last 
73.8 42.8 15 Construction............. 88.3 33.8 33.8x 35.0 41.1 || Oct.1 Sept.1 Year 
166.4 87.9 10 Copper & Brass........... 217.3 86.8 88.8 86.8x 98.9 | Brokers’ Loans N. Y.S. E.t.. $1,039 $1,186 $971 
47.8 39.3 2 Dairy Products........... 43.0 28.2 28.2x 28.3 29.9 | New Corporate Financingt... 36Se 54Ag 173 
41.8 23.3 10 Department Stores........ 42.7 20.2 20.5 20.2x 23.4 | 
100.1 72.8 8 Drugs & Toilet Articles.... 108.8 56.6 56.6x 56.9 67.3 jj L Previ y 
441.1 227.2 2 Finance Companies....... 388.4 234.9 252.1 234.9% 253.2 || COMMODITY PRICES Ts “Ge | Oke 
70.1 60.9 7 Food — Serer 71. 41.4 42.0 41.4x 44.3 | ‘ies 
56.6 41.4 4 Food Stores. 42.7 29.9 29.9x 32.3 33.5 || Finished Steel*c perlb..... 2.605 2.605 2.197 
103.2 65.7 3 Furniture & Floor Coverings. 122.3 59.9 63.4 59.9x 66.9 i Pig lron* $ perton......... 23.25 23.25 18.73 
1296.9 1116.0 4 Gold & Platinum Mining.. 1253.6 831.0 831.0x 849.2 949.3 y Steel Scrap* $ perton....... 14.83 15.58 16.50 
51.0 36.6 5 Investment Trusts......... 58.6 30.1 30.1x 30.1 33.0 || Copper, $perlb........... -12 12 .0975 
341.6 265.2 3 Liquor (1932 Cl—100)... 317.8 180.5 186.9 180.5x 204.3 || Lead, $perlb.N.Y........ .0550 .0550 .06 
189.5 134.7 9 Machinery eee 209.8 105.9 109.4 105.9x 119.5 || Zine, $ per lb. N. Y........ 0610 .0635 .0522%4 
7.4 61.3 2 Mail Order.............. 104.3 63.5 66.5 63.5x F ; 
83.9 59.4 4 Meat Packing... — 2s oe oe ee |lCY....... — — = 
232.5 159.5 14 Metal Mining & Smelting... 334.1 154.2 158.8 154.2x 167.5 || Rubber, $ per Ib..... +15 15% 167% 
i i. 26.5 8.8 8.8x 9.7 13.2 || Crude - _— Cont), s per 
142.8 97.2 24 Petroleum & Natuel Ges. 158.8 95.0 97.1. 95.0x 108.1 | arrel . 1.27 1.27 1.17 
96.6 67.2 18 Public Utilities........... 14.9 50.5 50.5x 51.9 62.0 || Sugar, raw, $ per t.. .0317 .0320 .0335 
54 26.7 4 Redio 1987 Cl—100).... 31.7 16.5 16.8 16.52 19.1 } Silk, raw, $ per Ib... 1.72 1.73 1.79 
e S| ailroad Equipment....... 12.9 39.6 . 39.6x 44.5 | 
39:8 37.3 4 Railtoads................ 48.6 (19.2 19.9% 19.7 21.9 | Wool, raw, $ per Ib... . .. ; -685 93 — 
WIEN UR TQIRBIEY inc voices csics sae 28.1 7:7 7.7% 8.4 10.7 || Wheat, Price, Dec., $ per bu. 964% 97, 1.14%, 
87.6 62.7 4 Shipbuilding............. 87.6 34.9 36.5 34.9x 43.7 | Cotton Price, Dec., $ per Ib. -0804 -0814 1163 
T24:5 BED TR DS WOR. 655 occ eeees 165.6 72.0 82.2 72.0x 87.2 | Corn Price, Dec., $ per bu «5712 57%, 945, 
i) ae eee 45.2 24.1 24.14x 25.5 26.7 || 
175.6 142.5 2 Sulphur................. 171.2 119.0 119.0x 119.1 132.9 || ‘ 
97.4 76.6 3 Telephone &Telegraph.... 85.3 45.9 46.4 45.9x 50.8 | wees 
O35 BO 8 TAME... coccs secs cess. 91.8 43.7 43.7x 45.7 51.6 | KEY INDUSTRIES Sept. Aus. Aso 
20.9 10.6 4 Tires & Rubber........... 29.2 12.6 13.1 12.6x 15.7 || Steel Ingot Prod. (6) (tons). . 4,302 4,876 4,161 
eS ae eee 99.4 73.8 75.0 73.8x 76.1 | U. S. Steel Corp. Shipments 
TER CUO BF WOR 6occccc sec ceccc 71.9 21.0 22.2 21.0x 29.6 || (b) (tons)............... 1,048 1,108 962 
369.2 232.5 4 Variety Stores........... 346.8 185.5 187.1 185.5x 199.2 || Pig Iron Production (b) (tons) 3,410 3,606 2,730 
x—New LOW this year. || Operating Rate, % Capacity. 51.08 54.0 74.0 
| Auto Production........... 171,203 394,322 135,165 
» a _—— ee eee ne ee am | Bldg. Contract Awards (d)*.. $207,072 $285,104 $234,272 
an Sy Ge a ee sialic 7 3 a — || Residential Bldg. (d)*...... 65,590 73,448 80,670 
|| Engineering Contracts*...... 210,511 170,068 197,372 
DAILY INDEXES OF SECURITIES ] Cotton Consumption (bales)* 602 604 630 
Peet ee a — || Mach. Tool Orders, '26— 
N. y N. Y. Times Hi WU SS aol 210.7 179.8 118.5 
Times Dow-Jones Avgs. ———50 Stocks———. i| 
40 Bonds 30 Indus. 20 Rails High Low Sales || Latest Previous Year 
Monday, Oct. 18 72.22 125.73 30.55 99.11 91.26 3,227,520 | Week Week Ago 
Tuesday, Oct. 19 .... 74.56 126.85 30.09 93.35 85.62 7,287,990 || Oil Prod., daily aver. (bbls.)* 3,613 3,602 3,083 
Wednesday, Oct. 20 75.81 134.56 32.65 99.55 93.77 4,336,620 Stocks of Gasoline* (bbls.). . 66,554 65,760 57,697 
Thursday, Oct. 21 76.58 135.48 35.03 101.98 97.79 3,636,051 Elec. Pwr. Output (kwh)f.... 2,282 2,276 2,167 
Friday, Oct, 22... 76.99 132.26 35.28 101.08 97.44 2,112,590 Capital Goods Activity (c)... 82.5 85.7 83.6 
Saturday, Oct. 23.. 76.36 127.15 32.32 97.46 94.10 1,565,020 
Monday, Oct. 25.. 76.69 134.43 34.04 99.96 93.11 2,335,920 Latest Previous Year 
Tuesday, Oct. 26... 16.27 132.78 33.33 100.78 97.04 1,815,640 aa Week Week go 
Wednesday, Oct. 27 75.70 132.26 32.90 98.55 95.55 1,063,320 Carloadings*....... aie 773 ste st 
Thursday, Oct. 28... 75.94 135.22 33.74 101.26 96.75 2,457,560 Miscellaneous Por rete 309 326 335 
Friday, Oct. 29... 76.29 138.48 34.68 102.53 99.14 2,803,740 Merchandise, L.C.L.*...... 169 170 171 
Saturday, Oct. 30... 76.52 138.17 34.63 100.70 99.42 713,910 ‘“ 
ear 
TRADE Sept. Aug. Ago 
owe. "re Sales '23-25— 
STOCK MARKET VOLUME TR ee en a 95 92 88 
Mail cae ee $92,217 $69,616 $83,743 
Merchandise Imports*. ..... 233,361 245,707 215,701 
rr oo Merchandise Exports*..... 296,729 277,695 220,538 
11,190,090 2,165,79 854,905 Business Failures (F)......... 564 707 586 
Total Transactions Same Date Same Date 
Year to Oct. 30 1936 1935 Year 
351,786,009 396,988,320 281,916,712 EMPLOYMENT Sept. Aug. Ago 
~ oe Factory (G)............--- 102.1 102.3 95.5 
Note: Latest figures compiled as of Oct. 30, (b)—1,000 Gross tons. (c)—lron Age 25-27- Industries (G 97.3 98.1 85.7 
100. (d)-F. W. Dodge—37 states, (- Dun & Bradstreet. (G)U.S. Labor Bureau. | '23-25- ohne ig a —_ = 
100. *—000 omitted. {—Week ended Oct. 30. t—000,000 omitted. *—Iron Age onsumers Goods (G)...... . : : 
Composite. Ag—August. Se—September. Factory Payrolls (G)........ 100.1 103.8 83.6 





















































The Personal Service Department of THe Magazine or WALL Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Mack Trucks, Inc. 

Mack Trucks at present levels, some 30 
points below the year’s high, looks to me like 
a good semi-speculative buy. Have you any 
information showing how it is faring with the 
stiffened competition for truck and bus busi- 
ness? Would you rate it as a good buy now? 
—B.N., Denver, Colorado 

Although it does not appear prob- 
able that Mack Trucks, Inc., will 
enjoy any pronounced improvement 
in operations for some little time 
ahead, the company’s leading posi- 
tion in the manufacture of heavy 
duty trucks should ultimately result 
in a good volume of business from 
the still depressed building trades. 
In the meantime, the company con- 
tinues to enjoy a pickup in demand 
for its lighter units and while recent 
orders are understood to have tap- 
ered off, the company should be 
able to report earnings of around $3 
a share for the full year, which would 
compare with $2.41 a year before. 
The company’s financial position has 
long been impressive, there being no 
funded debt or preferred stock out- 
standing ahead of the 597,335 shares 
of common. Largely because of its 
sound financial status, the company 
was able to pay dividends through- 
out the depression, despite the fact 
that they were unearned in the years 
1931 and 1935. At the present time 
the prospect for the construction in- 
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dustries, upon which Mack so heavily 
depends for its heavy duty truck 
sales, is rather unimpressive, but 
little question exists that the poten- 
tial demand being built up is tre- 
mendous. Even allowing for the 
possibility that this business will be 
slow in re-attaining its pre-depres- 
sion volume, the company’s stock 
certainly appears undervalued both 
in relation to indicated earnings for 
the current year and possibilities of 
future growth. It is, therefore, be- 
lieved that at such time as a general 
buying policy is indicated, the stock 
might well be included among those 
most likely to record progress mar- 
ketwise. 





Jewel Tea Co., Inc. 


How highly do you rate Jewel Tea at this 
time among the better dividend payers? It 
has suffered a big decline this year and I am 
disinclined to switch because of the $4 annual 
dividend, plus the extras. Can the manage- 
ment maintain earnings in its very competi- 
tive field?—R. D., Indianapolis, Ind. 


Jewel Tea Co., Inc., has long been 


2 leader in the direct-to-consumer 
distribution of staple groceries. In 
addition, the company operates a 
chain of food stores, all located in the 
city of Chicago. Auto truck routes 
number approximately 1,500, con- 
tacting in excess of one million cus- 
tomers. Through the employment 
of sales contests and other aggressive 
promotional work, the field force is 
constantly alert to new business pos- 
sibilities, while the mobile nature of 
the company’s auto truck routes 
permit of unusual flexibility in meet- 
ing competition and consumer 
trends. The company has shown it- 
self capable of coping with most 
severe depression conditions and 
dividends have been steadily paid. 
The company’s report covering the 
twenty-eight weeks ended July 17, 
1937, showed a profit equal to $2.74 
a share on the 280,000 shares of capi- 
tal stock, or off slightly from the 
$3.13 a share reported a year before. 
Net sales during the latest period 
showed a considerable improvement 
as compared with the like interval of 
1936, but costs were considerably 
higher, which accounts for the 
less favorable earnings performance. 
Nevertheless, financial status of the 
company is excellent and the $4 an- 
nual rate on the stock appears se- 
cure, with the possibility of an extra 
payment before the year-end. At 
current levels of around 50, the stock 
yields 8% which is difficult to dupli- 
cate in other comparable equities. 
It is our opinion that sales volume 
will hold relatively well in view of the 
fact that the business is done largely 
in rural communities so dependent 
upon farm income, which is higher 
(Please turn to page 115) 





When Quick Service is Required, Send Us a Telegram 
Prepaid and Instruct Us to Answer Collect. 
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20% POINTS PROFIT in 5 DAYS! 
8 in ° 
Ar 10:28 Monday morning, October 25th, 
while the market was making a secondary low, a sud- 
den’ buying rush caused suspension of trading in Chrysler 
Without delay, we telegraphed Forecast subscribers to 
-uy for short-term profits the 6 market leaders mentioned 
in the telegrams at left. The accuracy of our judgment 
was again proved when the Dow-Jones Industrial Av- 
erage closed the day with a rise of 7.28 points and sub- 
sequently extended this advance. 
mer 
In On Friday and Saturday of the same week, we advised 
“" closing out five of these stocks with a profit of 20% points 
the Our analysts accurately gauged the trading limits within 
si which the market is temporarily fluctuating 
COR- Bs 
sites [hese telegrams show how, through our three active 
market programs . . . Trading Advices, Bargain In- 
nent dicator and Unusual Opportunities . . . we counsel 
ee our clients in contracting or expanding their position in 
e 1S anticipation of pronounced weakness or _ strength 
pos- 
e of Through this flexible policy, we guide them in safe- 
utes guarding their principal and in increasing their equity. 
ieet- 
mer You can appreciate the value of such counsel . . . ar- 
n it- rived at after a careful study of all technical and funda- 
most mental market factors. You know the hundreds and 
and possibly thousands of dollars that it would represent in 
paid. appreciation of your account; in enabling you to re- 
ow cover losses and be prepared to take advantage of over- 
17 sold situations as they develop. 
52.74 a ss | ere 
eat: Through our definite recommendations, trading profits 
capi of 5 to 15 points should be quickly secured, while longer 
the aero Oe term commitments should result in 50% appreciation 
fore. or more. We shall have you concentrate in those stocks 
eriod that are potential leaders of each stage of the recovery 
ment : : movement . . . advising you what and when to buy 
er Our telegraphic service en- atid win do: sell 
aii ables clients to act on our 
= short-term — recommenda- a ee sii i iia a il 
the tions within a few minutes ie first recommen ations a we shou c — vou profit. 
ance, after they are decided upon. well in excess of our annual subscription fee 
f the 
4 an- ? 
8 se FREE THE INVESTMENT AND BUSINESS FORECAST 
extra " of The Magazine of Wall Street 
At Service > 90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 
stock y I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast with ser- 
jupli- to pera Starting at once but dating from January 1, 1938. I understand that regardless of the telegrams 1 
a ys select, I will receive the complete service by mail. ($125 will cover an entire year’s subscription.) 
— hoe? § Bae OO 
yf the 4 oO TRADING Active common stocks for near-term profit. Two or three wires a month. 
rgely e ADVICES ers to five stocks —- ata — — capital sufficient to act in 10 
at ; shares of all recommendations on over 50% margin. 
wae FREE AIR MAIL O UNUSUAL oo ee on sien ii appreciation. becesag ne — a 
SERVICE OPPORTUNITIES month. ree to five stocks carried at a time. $625 capital sufficient to buy 10 
shares of all recommendations en over 50% margin. 
[] Check here if you oO BARGAIN Dividend-paying common stocks for profit and income. One or two wires a 
wish Air Mail and it INDICATOR month. Three to five stocks carried at a time. 81,250 sufficient to buy 10 
will expedite delivery 4 shares of all recommendations on over 50% margin. 
of our weekly and spe- 
ram cial bulletins. This ser- 2 NAME 2. cc ccc c cece cece cece cece cee cee cesscees CAPITAL OR EQUITY AVAILABLE..........e.e00% 
vice is provided FREE CRS eee iwiartel aa otiet Stat ole a e-alaye armas ahere 18/010 aie ois eieieyare: eli vin. ete everday atone, ai craic arate ace ater eer 
et. in such cases in United = : 
States and Canada. CITY wccccccsevccccece ec eeccees eccccee eecccee STATE wc ccccccccccccsescccccscccscccces Nov. 6 
ae st = : : — — Include a Complete List of Your Present Holdings for Our Analysis and Recommendations 
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STOCKS—BONDS 
COMMODITIES 


Folder 
ments, 


“M” explaining margin 
commission charges and 
units furnished on request. 


Cash or Margin Accounts 
in Full or Odd Lots 


Inquiries Invited 


J. A. Acosta & Go. 


Members New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
4 York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 


require- 
trading 


Commodity Exchange, Inc. 
New York Cocoa Exchange 
60 Beaver St. New York 


BOwling Green 9-2380 














VERY 
esting 


investor should read this inter- 
booklet by Denber Simkins, na- 
known writer on economic affairs. 
It shows why many people lose in the 
Stock Market. Explains the most depend- 
able method of forecast. Proves that this 
method has produced _— results in the 


tionally 


past. Shows how YOU may take advan- 
aot of it. A copy of “MAKING MONE Y 
IN STOCKS” will be sent to you ABSO- 


LUTELY FREE. No obligation. Just address: 
INVESTORS RESEARCH BUREAU, INC. 
¥. 


Div. 692, Chimes Building, Syracuse, N. 











Full Lots - Odd Lots 





LAPHAM, DaAvIs 


& BIANCHI 
Members New York Stock Exchange 
29 Broadway * New York 


Uptown Office Boston Office 
522 Fifth Ave. 49 Federal St. 





Stocks « Bonds e Commodities 
Commission orders executed for 
cash or conservative margin 


























Odd Lots—100 Share Lots 


We will co-operate with conservative in- 
vestors dealing in Odd Lots of securities 
listed on the New York Stock Exchange. 


A copy of our booklet which explains the 
many advantages of Odd Lot trading will 
be sent to any one interested. 


Ask for M.W. 807 


John Muir&.@G 


Established 1898 
Members New York Stock Exchange 


39 Broadway New York 





























New Work Stock Exchange 





e 
Rails 
1935 1936 1937 Last Div'd 
—~— ale $Per 
A High Low High Low High Low 10/27/37 Share 
RN eee 6 is sak S560 3 08 60 353%, 88% 59 94%, 35 39% {2.00 
Allentie Coubilee..........00000000. 37%, 19% 49 1% 55H 18 #8  .-., 
B 
Baltimore & Ohio.................... 18 7 261 15% 4014 Bi, 1314 a 
Bangor & Aroostook................. 491% ait 491% 39 45 30 35 2.50 
Cc 
TS Sere 133 852 16 10% 171 6% 8} eine 
camune & Ohio... Sehkeceos “Te A 37% 17/4 51 ay 31 38% *2.80 
Chicago Gt. Western Pid.............. 5% 1 14 14, 4 181% ’ 5% as 
S M. & St. Paul & Pacific............. % 2% MY, 3% Ye , 
Cc. M. a St. Paul & Pacific Pfd..... 4, %, 5% 24 % 1% 2% 
Chicago & North Western............. 5 134 4¥e 2 $3 1 2. 
Chicago, Rock Is. & Pacific............ 2% % 3 1% 3% 1 1% 
D 
Delaware & Hud 431% 231% 54%, 363% 5834 13 16% 
Deloome, Lesh. a West. 19% 11 231, 4% 24% 5 8% 
E 
Ee ee eee 14 7% 181, 11 2356 4% 8, 
G 
Great Northern Pfd....... : 3514 952 467/g 321%, 56%, 231% 28% {2.00 
! 
DEMEMID SSécccusssocscisssosce “SRM 91% 29% 85 72 41 4314 4.00 
K 
Kansas City Southern................. 1414 3% 26 13 29 5 8%, 
L 
SUE WIIY 5 viscsccces ccs cose 1114 5 22 814 47g 4%, 7% 
Mo., Ki &T me Sac y e 21 93 5% 9%, 2 3% 
Mo. ones & eee POUR os acs eS 16%, A 3344 14% 34% 5% 10% 
N 
New York Central.......... 2934 121%, 4975 2734 551% 151% 201%, 
N. Y., Chic. & St. Louis....... 9 6 531% 173%, 72 14 20 
N. Y., N. H. & ee, Sages rere 8, 25% 6/2 3 9%, 3 sie 
Norfolk & ha Sere, 310% 210 72 180 192 10.00 
Northern Pacific............. 25% 131% 36%, 23% 3652 9% 13 ae 
P 
Pennsylvania..............- 321% 17%, 45 28%, 501, 20 24% t.50 
R 
ike ce aste sin aeees 431% 29%, 50%, 351% 47 21 24% 2.00 
Ss 
St. Louis-San Fran........ 2 ¥, 352 1% 45%, 1 1% 
Sine tadis.. ses 25% 1234 47 231% 6534 17 2014 
Southern Railway. .... 161% 51% 61% 123, 43% 9 13%, 
T 
ee) a eae ees 281% 14 49 28 5414 16% 20 
RE ORMUNEING 2 Sete e cs seer a 111% = 82%o_ 1493, 10814 148%, 86% 93 6.00 
Ww 
West: Maryland........... 101/, 5% 121% 8, 1134 256 5 
Setae......... 3% 1% 4 1% 4 4 1% 
Industrials and Miscellaneous 
1935 1936 1937 Last Div'd 
Sy SS Sale $ Per 
A High Low High Low High Low 10/27/37 Share 
i Gem Parakeet. ee. .., 86% 58 80%, 53 58 *1.00 
yo A roy ome een 20% 134, 17% 13 15% 8 11% *.60 
Allegheny Steel.. . ae 21 40% 26% 45% 13 20 1.60 
Allied Chemical & Dye. . . o78 125 245 157 258% 150 157 6.00 
Allied Stores. ............. . a 3% 204%, 63% 21% 6% 10% *,20 
Allis Chalmers Mfg......... 33% 12 81 353% 831% 34 44 $2.00 
Alpha Portland Cement........ . 225% 14 341% 1934, 39%, 814 131% 1.00 
SES eae ee . 80 480 125% 75 114% 59 63 2.00 
Amer. Agric. Saeasent (Del.).... . 57%, 412 89 49 1011 53% 62 $6.50 
American Bank Note................. AT, 131% 551 36 41% 10 15 }.75 
Amer. Brake nana a iced Roe : 421 21 701/, 40 80%, 28 41 $2.00 
American Can. . pee sn 149% 110 137% 110 121 19 44 *4.00 
Amer. Car & Fdy. 33% 10 60} 30 71 15% 21% 3.25 
American & Foreign Power.. 9%, 2 9%, 61% 13%, 2% 4} Sabie 
Amer. Power & Light. $F 9%, 11% er 7 161 55 Sia 
Amer. Radiator &S.S.......... 25% 10} 27% 1834 291 9% 12% .60 
Amer. Rolling Mill............ — 15% 37 233%, 451% 15% 2414 2.00 
Amer. Smelting & Refining. . ale 64 31% 103 563%, 10534 45% 544%, 14.00 
Amer. = commas. . 251% 12 64 au 713% 13 26% eo 
Amer, ar > 701% 50', 635 48%, 56% 281, 33% 2.00 
Amer. Tet & Tel.. 160% 98 Ye 190% 1491 187 1 3 9.00 
Amer. T: en 107 743%, 104 881 99%, 681% 72 5.00 
Amer. Woe? Works & Elec. a eT 223%, 1% 27%, 523, 291%, 8 113% t.60 
Amer. Woolen Pfd............. 68%, 3512 10% 52% 79 301 37} 3.00a 
Anaconda Copper orga Pa 30 8 55 28 691 245, 28 $1.25 
Armour Co. of Ill.... SSE SAE 61, 3% 73 4 13% 4% %, $.70 
Atlantic Refins Meietiass spasss anaes 8 20% 35g 26% 37 18 221 1.00 
MNES: Abc c 52 ea ise sais — 15 54%, 26> 36% 6%, 91 sale 
Aviation com. Del.. 5% 2% TH, 47% 9% 2%, 3 
SME a. eve es van 22} 11%, 384 1 43% 10% 17 71.00 
Barnsdail Oil OD aS PE Seren 14%, 5% 28%, 144% 35% 1412 1.00 
eee ee SEES 20% 14 28%, 18 285%, 131%, 17 1.50 
3eech-Nut Packing 95 72 112 85 114%, 95 6.00 
OS er 241 11% 32% 215% 301 8%, 12% #1275 
oy Ae ea Se ae ee 571 34 72 48 62%, 37% 38% *2.50 
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Industrials and Miscellaneous (Continued) 
Div'd 9 
$ Per 1935 1936 1937 Lest Diy'd é S é 0 C S 4 
h so -—— —___——~, a er 
—y B High Low High Low High Low 10/27/37 Share 
wie Aik toccahnitutsaweeeeea 2 5 73 45%, 105) pi 47% 2. 5 is ; stl 
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ann ouncing 


a Greater Service to 


INVESTORS 


Five years ago, Babson’s Reports 
broke all precedents with the 
announcement of a Supervised 
Investment Service for $120 a 
year. In taking that forward 
step, we accepted a fact well 
known to every seasoned inves- 
tor: It is utterly impossible for 
anybody to supervise successful- 
ly all securities. That was why 
we focused our efforts on cer- 
tain issues which offered the real 
opportunities. 

The practical results of such 
concentration have been im- 
pressive. For example, in a test 
period covering 30 months, in- 
cluding the recent market drop, 
THE BABSON SUPERVISED 
LIST SHOWS A GAIN OF 
86% IN MARKET VALUE, 
WHILE THE DOW- JONES 
COMPOSITE AVERAGE AD- 
VANCED ONLY 57%. 


Based on five years of successful ex- 
perience, we have extended our super- 
vision to a somewhat larger list of 
securities. This means an even more 
comprehensive service to you as an 
investor. 

To increase and protect your income 
and profits is the purpose of Babson’s 
Reports. In the thirty-four years this 
organization has been serving investors, 
improvements have been continuous, 
Clients have benefitted steadily. 

Today’s enlarged Supervised Service 
constitutes still another forward stride. 
Let us show you how it fits your per- 
\_ oti needs and how tt can relieve oo, 








of investment worries and burdens 


For full particulars 
Write 


| Babson’s Reports | 


Babson Park, Massachusetts 


| Without charge or obligation send 
bulletin of full particulars of new service 
| for Investors showing how it fits into 
l my personal needs. 

I 
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ALLEGHENY STEEL CO. 
Brackenridge, Pa. 


Allegheny Steel Company has de- 
clared a dividend $1.75 per share on 
the outstanding shares of their 7% 
cumulative preferred stock, payable De- 
cember 1, 1937, to stockholders of 
record November 16, 1937. 


A dividend of 40c per share has also 
been declared on the out- 
standing shares of their 
common stock payable 
December 16, 1937, to 
stockholders of record De- 
cember 1, 1937 
F. H. Stephens, 
Vice-Pres. and Treas. 
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* Not including extras. {Paid this year. 


b Cash or stock. 
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Answers to Inquiries 





(Continued from page 110) 


this year than last, while costs of do- 
ing business probably have reached 
their peak, at least for some little 
time ahead. In view of the earnings 
stability indicated and the liberal 
dividend return obtaining on the 
shares, no reason is seen to disturb 
your position in the issue now. 





Hudson Motor Car Co. 


After carefully considering the pros and 
cons I have about decided not to sell Hudson 
Motors—at least, not until a normal market 
prevails. Your impartial advice will be 
eagerly awaited because the stock represents 
a large proportion of my speculative holdings. 


—G. J. Seattle, Wash. 


Despite the rather beclouded out- 
look for profits of automobile manu- 
facturers at the present time, we are 
inclined to agree with you that it 
would be well to retain your shares 
of Hudson Motor Car Co., at least 
for the time being. Due to strikes in 
the company’s plants from early 
March until the middle of April, 
arnings during the first half of the 
year declined as compared with a 
year before. Nevertheless, the com- 
pany was able to report a profit for 
the period equal to 67 cents a share, 
compared with $1.15 in the first half 
of 1936. Since settlement of the 
labor controversy, the company has 
made steady progress from a sales 
standpoint and during the first two 
weeks of August a gain of 20% over 
the like interval of 1936 was re- 
ported. Sales prospects for the Fall 
months are bolstered by the indi- 
cated higher farm purchasing power 
which may prove an offset ‘to higher 
labor costs. Of course, the present 
setback in the steel and other re- 
lated industries probably will prove 
a restrictive sales influence, but this 
would seem to be largely discounted 
in existing low prices for the com- 
pany’s stock. Steady progress has 
been made by the organization in 
bolstering finances and as of June 
30, 1937, cash and equivalent of $16,- 
082,745 compared with $14,830,904 
on June 30, 1936. On August 1 the 
company retired $500,000 of its 
notes, thereby reducing the amount 
still outstanding to $3,850,000. The 
Management has amply demon- 
strated its ability to build up sales 
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BABIES OF NEW YORK 


will always depend on the protection of the 
92 voluntary hospitals and of the Visiting 
Nurse Association of Brooklyn. 


Won’t you please send your contribution to- 
day to help maintain these agencies and pro- 
tect the health of the people in all New 
York’s five boroughs? 


Send your check to United Hospital Cam- 
paign Committee, 57 William Street, N. Y. C. 

















volume in the face of keen competi- 
tion and has steadily improved the 
mechanical and appearance features 
on both the Hudson and Terraplane 
models. We would, therefore, antici- 
pate the company’s ability to main- 
tain its position among the so-called 
“independent” motor car manufac- 
turers. 





General American Transportation 
Corp. 

With good third-quarter industrial reports 
coming in and carloading being well main- 
tained, I am weighing possibilities for better- 
than-average enhancement plus income in 
GMT. Do you recommend a_ purchase? 
Please also comment on the earnings prospects 


for its manufacturing and car-leasing divi- 
sions —M. F., Detroit, Mich. 


Engaged through subsidiaries in 
the manufacture of a diversified list 
of specialty freight cars which are 
operated under lease agreements by 
the company, earnings of General 
American Transportation Corp. 
quite accurately reflect the status of 
general business activity throughout 
the country. <A large part of such 
business is done with packing 
and oil companies and this natur- 
ally stands the company in good 


stead during periods of general 
business recession. The manufac- 


turing activities of the company 
suffer most during depression periods 
and until the railroads enter the 
market on a larger scale for equip- 
ment, General American probably 
must look mainly to its car leasing 
division for earnings. The manu- 
facturing division of the company is 
said to have on hand good volume 
of business, however, and the Sep- 
tember quarter of the current year 
almost equalled that for the June 
quarter. Earnings during that 
period amounted to $1.32 a share on 
the capital stock, against net of $1.35 
in the June quarter, bringing results 
for the first nine months to $3.77 a 
share, against $2.02 for the first nine 
months of 1936. The company’s 
finances are in good shape, while 
capitalization is conservative, con- 
sisting of approximately 1,000,000 
shares of common, and equipment 


trust obligations totalling about 
$32,000,000 at the close of last 
year. Dividend distributions last 


year amounted to $3 a share and it 
seems probable, in line with better 
earnings expectations this year, that 
dividends for the current year will 





at least equal that figure. While 
equipment buying by the railroads 
may be slow in developing, the out- 
look for the company’s car leasing 
division continues satisfactory and in 
view of this prospect, the stock ap- 
pears a likely candidate for worth- 
while appreciation as well as for 
satisfactory income return. 





General Cable Corp. 


Back in March I bought 200 General 
Cable near the highs. I still have faith in 
the company’s ability to show further pro- 
gress. However, I wouldn’t hesitate to close 
it out if you don’t think it should do well in 
the next advance.—F. W., Washington, D. C. 


Earnings of General Cable Corp. 
for the third quarter of 1937 fell 
somewhat below those for the June 
quarter, but were better than for the 
like interval of 1936. Net profit for 
the period amounted to $919,999, or 
equal, after quarterly dividend re- 
quirements on the 150,000 shares of 
7% cumulative preferred stock and 
368,353 Class “A” shares, to 52 cents 
a share on the common. In the pre- 
ceding quarter earnings equalled 79 
cents a common share. The princi- 
pal reasons back of the more recent 
earnings decline were such factors as 
higher material costs and increased 
wages. Shipments are understood to 
have held up relatively well. Indi- 
cations are, however, that earnings in 
the fourth quarter of the year will be 
less favorable, since customers seem 
hesitant in the placement of orders 
in the face of the uncertain business 
prospect. Nevertheless, it seems 
probable that the company will rec- 
ord for the full year 1937 a marked 
improvement over 1936, when earn- 
ings equalled only $1.64 a share on 
the $4 class A. Because of the fact 
that dividend accumulations on the 
7% preferred stock total approxi- 
mately $6,000,000, it seems probable 
that some capital readjustment will 
be made just as soon as prospects 
and market conditions are satisfac- 
tory in order to clear the way for 
distributions to holders of the Class 
“A” and common stocks. In view 
of the indicated need for expansion 
of the electric utilities, the longer 
term prospects for the organization 
appears promising and despite the 
fact that some slackening is indi- 
cated in operations over the near 
term, retention of the stock for ap- 
preciation under more normal mar- 
ket conditions is advised. 
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Atlas Powder Co. 


A large paper loss confronts me in Atlas 
Powder. Last winter, I had many excellent 
reasons for holding this chemical issue as a 
speculative medium. Now I would like some 
reassurance. Is it likely to keep pace with 
a rising market?—A. D. Albany, N. Y. 


Because of the diversified indus- 
tries to which Atlas Powder Co. sells 
its products, any letdown in general 
business would unquestionably have 
an adverse effect upon the company’s 
earning power. It is in recognition 
of this that the stock has recently de- 
clined in the market. Among the 
more important customers are the 
construction industry, textile and 
automobile manufacturers and min- 
ing. Restricted operations in these 
fields are a possibility over the near- 
term, but we are inclined to feel that 
this will prove temporary. The com- 
pany continues to depend largely 
upon the heavy industries, but in 
recent years has adopted a number 
of new lines which hold great promise 
for the future and constant research 
may expect to further diversify the 
company’s activities. The earnings 
report for the nine months ended 
September 30, 1937, revealed a net 
profit amounting to $4.03 a common 
share, after preferred requirements, 
against $3.28 a year before. The 
balance sheet position of the organ- 
ization at the mid-year was charac- 
teristically strong. Current assets, 
including cash and equivalent of 
$3,793,116, equalled $9,436,174, as 
against current liabilities of $1,121,- 
294. Because of this excellent finan- 
cial status, the company may be ex- 
pected to maintain dividend pay- 
ments on a liberal basis in relation to 
earnings. Admittedly, decreased 
mining activity over the near-term 
and the slackening of railroad and 
other construction work, may tend 
to lower the demand for explosives, 
but this should prove of short dura- 
tion and the effect upon the com- 
pany’s earning power should be less 
severe than otherwise might prove 
the case because of the numerous 
specialties now handled. The de- 
pression record of the company was 
exceptional in that operations re- 
sulted in a loss in only one year, 1932. 
That loss was relatively small and 
succeeding years registered steady 
improvement. Considering the sound 
finances of the company, and its ex- 
cellent long pull potentialities, we 
feel that the stock currently is 
quoted at prices too low in relation 
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to potentialities and advise mainte. 
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United Aircraft Corp. 

What of United Aircraft as a purchase in 
the Aviations? A leading businessman here 
has informed me that its unfilled business 
volume is the greatest in its history. Never. 
theless, I hesitate to buy because of its poor 
performance marketwise this year. Do you 
perceive any unfavorable factors? And, if 
not, do you believe that it can maintain its 
present business pace?—L. T., San Francisco, 
Calif. 

United Aircraft Corp. reported rec- 
ord operations in the third quarter, 
with deliveries running about 50% 
ahead of the like interval a year 
earlier. Notwithstanding _ the 
marked increase in deliveries this 
year over a year ago, the company 
is believed to have unfilled orders on 
its books well ahead of those re- 
ported at the close of 1936, which 
amounted to $21,431,774. The earn- 
ings report of the company for the 
first nine months this year, showed 
the equivalent of $1.08 a share, 
against 36 cents a year before and 
indications are that the final quarter 
report will record further worthwhile 
progress. Since the company is in 
line to receive a considerable volume 
of business from the prospective de- 
velopment of the Army and Navy 
Air Corps., prospects continue excep- 
tionally bright and we are, therefore, 
inclined to attribute the stock’s re- 
cent recession to general market con- 
ditions rather than to any funda- 
mental weakness in the company’s 
outlook. Subsidiaries include such 
important and well known units in 
the industry as Sikorsky, Hamilton 
Standard Propeller, Chance-Vought 
and Pratt & Whitney. The latter 
company’s engines are widely used 
in both commercial and_ military 
planes and the steady progress being 
made in the development of more 
efficient engines would seem to as- 
sure maintenance of the company’s 
position in this important phase of 
the aircraft industry. United Air 
craft’s financial condition is strong, 
there being no bank loans or fixed 
charges ahead of the 2,518,852 shares 
of capital stock. In view of the 
greater plant efficiency resulting from 
the improvement of facilities and the 
indicated large volume of business 
on the books of the company and in 
prospect, the stock is believed to 
offer interesting speculative possi- 
bilities at current depressed levels. 
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National Supply Co. 


I am told that profits are being well main- 
tained in National Supply and that bank 
loans are being paid off. Yet its market ac- 
tron is what worries me and I wonder if the 
decline is likely to go much further. Do you 
recommend further holding?—E. Y., Chicago, 
Illinois. 


Increased drilling of oil wells 
throughout the industry and a grow- 
ing demand for Diesel engines has 
materially aided operations of the 
National Supply Co. The report of 
the company for the June quarter 
showed earnings equal to $1.59 a 
share on the 1,148,364 shares of com- 
mon stock outstanding, after regular 
preferred requirements, against 91 
cents a share on the same basis a 
year earlier. The company is under- 
stood to have enjoyed a well sus- 
tained volume business in the third 
quarter of the year and the backlog 
of orders on hand is said to be suffi- 
cient to keep operations at a high 
rate for some time ahead. The re- 
cent reduction in drilling permits in 
the Texas field suggests some let- 
down in new drilling equipment or- 
ders but this is believed a temporary 
situation and should work to the 
ultimate advantage of the trade. As 
a result of improvement in the earn- 
ings picture, bank loans have been 
steadily reduced. Stockholders of the 
company recently approved a mer- 
ger with Spang-Chalfant & Co., al- 
ready controlled through a 99% 
common stock ownership. The con- 
solidation provides for the elimina- 
tion of the heavy dividend arrears 
on the company’s present outstand- 
ing 7% preferred through an ex- 
change of stock. The new preferred 
stocks, to be issued for the old, are 
convertible into common, but even 
allowing for full conversion on the 
basis of two-and-one-half shares of 
common for each share of 542% prior 
preferred and one share of common 
for each new $2 preference share, the 
common share capitalization would 
be increased to only about 2,063,- 
000 shares from the present 1,148,364 
shares. On that basis, earnings in 
the first half year would have been 
$2.40 a common share, against the 
$3.64 a share shown. The 514% prior 
preferred is exchangeable for a pe- 
riod of 30 days from the effective 
date of the consolidation into 6% 
prior preferred. However, the latter 
does not carry any conversion privi- 
lege. Considering the advantages in 
clearing arrears and other econo- 
mies possible, we feel that the posi- 





tion of the common stockholders will 
be improved by the consolidation, 
although some earnings dilution is, 
of course, possible. Judging from 
the prospects for the petroleum in- 
dustry we look for relatively well 
sustained operations for the subject 
organization and feel that the stock 
will do considerably better once the 
general list improves. 





Frank G. Shattuck Co. 


I have held Shattuck because of its good 
dwidends and generous extras. Now, I am 
more interested in investment for apprecia- 
tion. What can you say for Shattuck from 
this standpoint?—S. M., Philadelphia, Pa. 


The higher level of food costs ob- 
taining during the June quarter 
tended to restrict earnings of Frank 
G. Shattuck Co. Thus, the report of 
the company for that period revealed 
earnings equal to 16 cents a share on 
the 1,269,170 shares of capital stock 
cutstanding, against 19 cents in the 
preceding comparable period. How- 
ever, during the first six months of 
the year the company benefited from 
more liberal public spending and was 
able to record a moderate improve- 
ment in earnings over a year before 
with 30 cents a share comparing with 
28 cents. The company’s restau- 
rant chain has been carefully 
selected by the management with a 
view to tapping the market most 
susceptible to appeal of its quality 
lines and given further betterment 
in the general business picture, the 
company should be able to record at 
least moderate improvement in net 
income. In the meantime the in- 
dicated lowering of food costs should 
provide a cushion against the possi- 
bility of some recession in volume 
business. Furthermore, the com- 
pany’s candy line enjoys wide dis- 
tribution and has long been a stabil- 
izing influence upon the business. A 
strong financial condition has been 
maintained and at the date of the 
latest report current assets were ap- 
proximately six times current liabili- 
ties. In view of the relatively satis- 
factory past earnings performance of 
the enterprise, and its ample cash re- 
sources, we would anticipate mainte- 
nance of the regular 60-cent annual 
dividend on the stock, possibly sup- 
plemented by extra payments from 
time to time. For one interested in 
a reasonably secure income return 
and appreciation over the longer 
term, the stock of this organization 
should prove a suitable holding. 





Business from Now to the 
Year-End 





(Continued from page 75) 


level this month. An_ increasing 
amount of foreign business in 
machine tools, however, is being 
done. This does not represent 
any significant change in actual 
foreign demand. What happened 
was that many machine tool makers, 
prior to the present reaction, were 
so busy with domestic orders that 
foreign business either had to be 
turned away or rationed over a con- 
siderable period of time. Orders 
previously turned away are now be- 
ing taken. Backlogs in the machine 
tool industry remain substantial. 


Building Slump Over? 


There are some tentative indica- 
tions that the reaction in construc- 
tion, brought on largely by rapid in- 
crease in building costs earlier in the 
year, is now flattening out. In any 
event, a better foundation for even- 
tual renewal of the uptrend in build- 
ing is being established, for prices 
of building materials have already 
declined substantially from earlier 
highs and probably will go a bit 
lower, while rents continue to ad- 
vance. Unfortunately, the cost of 
building labor remains at an all-time 
high and there is little reason to ex- 
pect that it will be reduced, for the 
philosophy of the building unions is 
the highest possible hourly wage, re- 
gardless of how much it curtails 
building and reduces annual income. 
It is improbable, even if the worst 
of the slump has been seen in build- 
ing, that the seasonally adjusted 
volume will show any material im- 
provement between now and _ the 
close of the year. The moderately 
improved relationship between rents 
and building costs is thus far offset 
by the deflationary influence of gen- 
eral business reaction upon the sen- 
timent of speculative operators or 
other potential builders of homes. 
New industrial and commercial proj- 
ects also are deferred in such a set- 
ting. 

Active production of automobiles, 
good volume in some of the con- 
sumption goods industries and @ 
fairly satisfactory level of retail 
trade are not going to be enough to 
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FOR THE BUSINESS MAN 








THE INTERPRETATION OF 
FINANCIAL STATEMENTS 


Benjamin Graham & 


Spencer B. Meredith $1.00 


This compact little book will be of infinite 
use to every owner of stocks and bonds. Its 
purpose is to explain clearly and concisely 
how to read balance sheets and income 
accounts and so enable you to form your 
own judgment of a security. The authors 
have had a great deal of practical experience 
in investment firms and also in instructing 
courses in security analysis at the New York 
Stock Exchange Institute. Particularly use- 
ful for the non-professional investor is the 
glossary of nearly 300 definitions of gener- 
ally used financial terms, which makes up 


one-third of the book. 


The first section discusses separately each 
item on the financial statement and gives 
typical income accounts of public utility, 
industrial, and railroad companies, and the 
second shows how to use tables of ratios 
and gives a detailed example of this method. 
This is one book that should be on every- 


one’s. shelf. 


IF WAR COMES 


R. Ernest Dupuy & 


George Fielding Eliot $3.00 


What new 
and 


What will the next war be like? 
methods and weapons will be 
where are the paths of conquest? 
questions, asked all over the world by the 
many people faced with the possibility of 
war, are answered pertinently in this book 
by two American officers. 


used, 
These 


their conclusions upon historical 
examples, on the immutable principles of 
war, the trends in military belief today, and 
the status of the world’s armies and navies, 
the authors describe what 
must be the initial moves of any major hos- 
tility. Separate chapters discuss the tactics 
that will be used at sea, on land, and in the 
air; others take up the use of radio, gas, 
and the dangers to civilians at home. There 


Basing 


soldiers believe 


is also an appendix which gives, in con- 
densed form, an estimate of the military 
strength of the several powers of Europe 
together with the United States and Japan. 
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AMERICA FACES ITS 
GREATEST BUSINESS 
DEPRESSION 

William J. Baxter $1.50 


Although this book may seem a little too 
hopeless and pessimistic, in the 
general theory that we are recovering from 
our greatest depression and should be on 
our way to prosperity again, it 
many alarming facts that will cause you to 
stop and think. 


view of 


presents 


To a world still gullible enough to believe 
that government officials can successfully 
control markets and business, it shows that 
rapidly moving world forces, far beyond their 
control, govern the present situation. For 
the investor, industrialist and financial 
executive, it tells how this nation, prepared 
for an inflation boom, has made American 
that it now faces 
the most serious crisis in its history, with 
widespread commercial failures inevitable. 


business so vulnerable 





WHO WERE THE 
ELEVEN MILLION? 


David Lawrence $1.00 


Who were the eleven million that constituted 
the Roosevelt majority in 1936? Was it 
concentrated in any particular section? Was 
it larger in the city or country districts? Did 
the Solid South show any loss in percent- 
age over 1932? And how did those people 
vote who profited by relief and AAA ap- 
propriations? Mr. Lawrence all 
these pertinent questions in his analysis of 
the 1936 election figures. 


answers 











Lawrence reveals exactly how the campaign 
was planned and carried out, and how strate- 
gic concentration of public funds and cam- 
paign efforts in only nine big cities can win 
a presidential election. He believes that 
Roosevelt will go ahead with his reform 
program, in spite of protest, because he has 
great faith in the efficiency of the Farley 
machine. This book is an amazing revelation 
and should be read by all responsible citi- 
zens. 


WORLD FINANCE 
1935-1937 


Paul Einzig $3.00 


Following his earlier survey of the world’s 
financial evolution from the beginning of 
the World War to the spring of 1935, Dr. 
Einzig here discusses the crucial years of 
1935 and 1936. the example of 
France’s_ bitter experience during that 
period, he warns of similar disaster in other 


Using 


governments and deplores the lack of in- 
telligence of who keep on 
repeating their same mistakes over again. 
Dr. Einzig, who is foreign editor of The 
Financial News and The Banker, relates 
how one after the other, the governments 
have attempted to encourage confidence in 


governments 


its businessmen by stabilizing its currency. 
The next step that followed was the adop- 
tion of cheap money to stimulate trade. 
And finally came the policy of rearmament, 
which, from the economic point of view 
constitutes utter waste, and paves the way 
for drastic devaluation. 
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prevent further reaction in aggre- 
gate business volume. Bad? Pos- 
sibly, but why worry? The sooner 
we get it over with, the better the 
chances in 1938, which is now “just 
around the corner.” 





Where Stock Market Regu- 
lation Has Failed 





(Continued from page 77) 


if any, retained, though the reason 
for the action was an adverse de- 
velopment known only to the fa- 
vored few. Similarly, stock which 
has been bought for long-term hold- 
ing may be sold on inside informa- 
tion within six months at a slight 
loss, the owner in this way escaping 
the huge loss that eventually befalls 
the little investor. 

Then, too, are the present laws 
and regulations an adequate curb on 
the operations of an unscrupulous 
insider’s more distant relatives and 
friends? We are inclined to doubt it. 
These are all lines of thought which 
should be investigated. Let us re- 
member that however worthy the 
objectives, a law is only a good law 
if it can be enforced. Prohibition 
taught that. It may well be that in 
our present regulation of insiders 
we have merely strangled an impor- 
tant beneficial influence on the se- 
curity markets, while at the same 
time doing little, if anything, to 
prevent abuse on the part of “chis- 
elers.”” 

Too great stress can hardly be 
placed on the desirability of remov- 
ing as soon as possible the thick fog 
of uncertainty which presently sur- 
rounds almost every phase of se- 
curity dealing. For this, the Securi- 
ties & Exchange Commission _ is 
responsible. It is an attitude, rather 
than something tangible—all these 
investigations —this prying into 
brokerage records with an air of sus- 
picion. It is all supposed to be 
secret, of course, but we wonder 
sometimes whether the Commission 
really thinks that one of its men 
can jot down a single figure from a 
broker’s ledger without the whole 
“street” knowing about it—prob- 
ably in greatly exaggerated form. It 
would be better if the Commission 
were to take the attitude that a 
man is innocent until he is proved 
guilty, that those in Wall Street are 


120 


at least as ethical and well-meaning 
as men elsewhere, and, finally, that 
no stigma shall attach to any action 
not specifically prohibited by law 
or exchange regulation. It is con- 
ceded that a small minority would 
take advantage of short-cuts under 
this system, but if the Commission 
were on the job a short-cut could be 
taken only once, for it would be 
blocked immediately by specific or- 
der. It might take a year or two 
before everything was to the Com- 
mission’s liking and presumably in 
the best of public interest. It is 
better, however, to weed gradually 
than to tear up both weeds and 
flowers in handfuls. 


Fundamental Difficulties 


This discussion would be incom- 
plete unless it were pointed out that 
the defects in our security markets 
are not solely of an internal nature. 
Some small modifications of the se- 
curity laws and a more enlightened 
administration of them will help 
greatly in preventing a repetition of 
the demoralized decline in prices 
which has just been seen. The core 
of the trouble, however, lies in 
Washington’s attitude that business- 
men and investors exist only for the 
purpose of being milked of their 
profits. 

Now, the heart, the soul and 
very blood stream of a capitalistic 
system is a man’s right to retain a 
reasonable profit. Take away this, 
without at the same time going 
completely collectivist, and the re- 
sult is a wobbling mess. The capital 
gains tax should be repealed: so 
should the tax on a corporation’s 
undistributed profits: income taxes 
in the higher brackets should be 
less of a confiscatory nature. The 
country should be given something 
more than promises on the subject 
of the Federal budget. While no one 
questions that labor has rights, it 
should be recognized that employ- 
ers have rights also. There should 
be less persecution of business gen- 
erally. 

Orderly security markets de- 
pend just as much, if not more, on 
an easing of all these external bur- 
dens as they do on a lighter hand 
at the direct controls. Fortunately, 
at least so far as the capital gains 
tax and its tax on undistributed pro- 
fits is concerned, there are signs that 
Washington is rapidly taking a more 
enlightened attitude. 





Steel Operations Should Go 
Higher 





(Continued from page 80) 


population growth. It is open to 
doubt that such rate of gain will 
continue. All other markets are 
relatively small individually and 
none can be regarded as having a 
really dynamic long term prospect. 

Nevertheless, the longer steel pros- 
pect is much brighter than such con- 
siderations would seem to imply. 
The market for specialty steels, in- 
cluding alloys, is subject to impor- 
tant expansion and profit margins 
on such steels are high. Again, the 
new steel mills built in recent years, 
and those now building, will radically 
improve the industry’s operating 
efficiency. The “pay point,” al- 
though differing from plant to plant, 
is lower than ever before on an aver- 
age of the industry, mainly due to 
the great technological progress rep- 
resented in the newer equipment. 
This point is of primary speculative 
interest for it means—other things 
being equal—that steel manufactur- 
ers on a given level of volume, 
whether high or low, will make more 
money or lose less than ever before. 

In short, there is nothing in the 
internal position of the steel industry 
or of its consuming markets to pre- 
vent sustained operation of existing 
and projected facilities at something 
like 75 to 85 per cent of capacity— 
given reasonably prosperous general 
economic conditions. It would re- 
quire no speculative boom to pro- 
vide such volume nor any spectac- 
ular increase in per capita steel con- 
sumption. On a per capita economic 
activity approximating that of 1923- 
1925, it is safe to say that the steel 
industry could earn profits very ma- 
terially larger than those that will 
be reported for this year and large 
enough to justify much higher quo- 
tations for steel shares than those 
recently prevailing. 

Such third quarter earnings re- 
ports of steel companies as have been 
issued as this analysis is written are 
sufficient to show conclusively that 
radically higher wage costs have 
been adequately offset by higher 
prices and increased efficiency. The 
labor outlook in steel—both near 
term and long term—appears much 
less ominous as a threat to profits 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 





ne 
tal 


the 
Wad 
sec 


Ad 


ove 


star 


Are 
out: 
ing 


Wh 
rate 


Wh 
ings 
The 
Ent 


Nan 
Add 


NOV 






n to 
will 
are 
and 


1g a 
pect. 
OTOS- 
con- 
iply. 
, im- 
|por- 
‘giINS 
the 
ears, 
cally 
iting 
al- 
lant, 
ver- 
ie to 
rep- 
ent. 
itive 
ings 
-tur- 
ime, 
nore 
fore. 
the 
istry 
pre- 
sting 
hing 
ty— 
1eral 
| re- 
pro- 
-tac- 
con- 
pmic 
923- 
steel 
ma- 
will 
arge 
qu0- 
hose 


re- 
been 
are 
that 
lave 
gher 
The 
near 
uch 
ofits 


tEET 











Now in preparation ~ 


Special Quarterly Review Number 





gee November 15th issue of 
- “Adjustable Stock Ratings” will 
examine all third-quarter earnings 
reported right up to the time of going 
to press. 


Timely comments will point out situa- 
tions which should be avoided—and 
new opportunities for income and capi- 
tal growth. 


Whether you want to keep a check on 
the securities you now hold—or if you 
want the latest available facts on the 
securities you may think of buying— 
Adjustable Stock Ratings can repay you 
its small subscription price many times 
over in a few days or weeks. 


IT TELLS YOU— 


What is the ticker symbol? What stock 
is represented by some unfamiliar 
symbol ? 


On what exchange is it listed ? 


What is the outlook for the industry ? 
—the company ? 


What is its line of business ? 


Is there a large funded debt 


standing ? 


out- 


Are there a large number of shares 
outstanding ?—or just a small float- 
ing supply ? 


What is the par value ?—the dividend 
rate?-—-when is the dividend payable? 


What were the 1935 and 1936 earn- 
ings? How do earnings for the last 





112 pages of clear, readable type 
—all the latest information found 
elsewhere only in statistical works 
costing from $50 to $150 a year 
and more. 


quarter compare with the earnings for 
the same period last year? 


What are the 1936 and 1937 high and 
low prices? 


REVISED EACH MONTH 


These are the facts Adjustable Stock 
Ratings can give you every month on 
every one of the leading common and 
preferred stocks listed on the New York 
Stock and Curb Exchanges and on 
leading bank and _ insurance 
Furthermore, terse profit-pointing com- 
ments—based on intensive analyses, 
plus the technical position and invest- 
ment outlook—leave you in no doubt 
as to the future for any of these issues. 


issues. 


Adjustable Stock Ratings provides you 
with a comprehensive statistical hand- 
book at a very small price as compared 
with costs running from $50 to $150 


avd more for a timely statistical service 
ot its class and character. 


WHAT SUBSCRIBERS SAY 


‘Every one should study this publication 
before investing in stocks.” —F. M. O.., 
St. Louis, Mo. 


“Candidly speaking, Adjustable Stock 
Ratings not only helps me financially, 
but puts me in touch with various 
industries in a way no other publication 


does.” —E. D., La Grand, Ore. 


“In my work in an investment house, 
I find Adjustable Stock Ratings helpful 
a hundred and one times a day. It is 
the handiest and most easy to use of 
any work of its kind I have seen.”— 


G. L., New York, N. Y. 


ONLY $2.50 A YEAR 


You may check only Adjustable Stock 
Ratings on the coupon below. But, if 
you are not already a subscriber to The 
Magazine of Wall Street, we urge you 
to consider the combination offer made 
there. 


Not only can you take advantage of a 
considerable saving on The Magazine 
of Wall Street and Adjustable Stock 
Ratings—but your subscription now 
will give you the privilege of consulting 
our Personal Service Department on 
your investments—as many as three at 
a time, and as often as reasonably 
required. 





* 


SUBSCRIBE NOW! 





The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 


Enter my subscription to “ADJUSTABLE STOCK RATINGS” as checked. 
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than it seemed last spring. The 
C I O has found the going hard in 
steel ever since it lost out in its 
strikes against the major independ- 
ent steel companies earlier this year. 
Moreover, during the life of the pres- 
ent business recession, which means 
curtailed operations and payrolls in 
the steel industry, renewed labor 
troubles can be put out of mind. 
Steel workers right now are think- 
ing about jobs rather than higher 
wages; and it is the writer’s guess 
that at least through the first half 
of next year we are unlikely to have 
either such boom conditions in busi- 
ness or prices or such political moves 
at Washington as would be likely to 
induce steel labor to gamble on any 
major strike. 

From a longer term point of view, 
there are practical reasons why the 
steel industry has less to fear from 
labor than most other mass pro- 
duction industries, including the 
motor industry. In the nature of 
steel making processes and in the 
location of steel plants, it is physi- 
cally and strategically more difficult 
for strikers to win a victory than in 
the case of motor plants. We have 
seen this demonstrated by test. For 
another thing, steel sells to industrial 
buyers, rather than directly to the 
ultimate consumer. Such buyers are 
influenced more by the prospect of 
their own markets than by reason- 
able variations in the price of steel. 
The industry has had no difficulty 
passing on increased wage costs; and 
it is probable that the wage-raising 
mania has passed its peak for a very 
long time to come. Wage rates in 
steel are now far above the 1929 
level. Moreover, the Administration 
has had a severe lesson in the con- 
sequences of wage-price inflation this 
year. It seems a reasonable surmise 
that steel unions will find it exceed- 
ingly difficult to convince either pub- 
lic opinion or Washington that wage 
rates higher than the all-time high 
now prevailing are justified. 

Possibly on the adverse side, it 
must be kept in mind that the steel 
industry is chronically subject to 
“monopoly” attacks from Washing- 
ton; and there are signs of an incipi- 
ent “monopoly” drive now in the 
making. What this may or may not 
amount to is utterly beyond forecast 
for two reasons. First, it will lead 
to litigation, with the Supreme Court 
having the last word. Second, the 
Administration never since 1933 has 
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developed any clear-cut philosophy 
as to what to do about alleged price 
monopolies or pricing policies. Thus, 
it is anybody’s guess whether it will 
try to outlaw the basing point price 
system in the steel industry and 
whether, if so, it will ultimately suc- 
ceed in such efforts in the courts. 
Abolition of this pricing system 
would introduce a wholly new fac- 
tor in steel competition. Possible 
New Deal action in this direction 
will bear watching. 

If we are seeing merely a tempo- 
rary interruption of the upward 
business cycle—which appears to be 
the consensus of business, financial 
and political opinion—steel shares 
are attractively priced. The buyer, 
however, should realize fully that 
these are “prince and pauper” is- 
sues. Earning power is subject to 
wide variations from year to year. 
Such stocks are not for the genuine- 
ly conservative investor. They are 
ideal for the speculator or the spec- 
ulative-investor shrewd enough to 
know that while this is a good time 
to buy steels, there will come a good 
time to sell them. 





1938 Will Be a Boeing Year 





(Continued from page 91) 


Wichita, Kansas. In recent years, 
Stearman’s activities have been cen- 
tered on the production of two- 
seater-training planes, principally 
for the United States Army, but in- 
cluding also some contracts from 
the Argentine and Brazilian Gov- 
ernments. 

The parent company also has a 
Canadian subsidiary, to which has 
been assigned the rights of manufac- 
ture of the Boeing planes. Efforts 
to exploit these rights have been 
unsuccessful at least until recently 
and the parent company some time 
ago indicated that the Canadian 
unit, which was then engaged in 
small boat construction and repair, 
would be liquidated. In connection 
with the recent Boeing financing, 
however, it was disclosed that the 
Canadian company was negotiating 
for an aircraft contract, which, if ob- 
tained, would definitely scrap the 
former liquidating plan and would 
probably require additional capital 
for aircraft production. This aroused 
considerable speculation in aviation 


circles since it coincided with rumors 
that the British Government would 
place large contracts with American 
companies through their Canadian 
affiliates in order to augment the 
British re-armament program now 
going full blast. As Governments 
usually surround their military prep- 
arations with great secrecy, no con- 
firmation or denial of the rumors has 
been obtainable and they may have 
no basis in fact. 

Financial statements of Boeing 
have been issued only on a consoli- 
dated basis, with no break-downs as 
to the apportionment of either sales 
or profits between the two active 
domestic subsidiaries. Prior to 1936, 
Boeing Aircraft Company was not 
in production on its large military 
or commercial planes, and it is a 
reasonable assumption that the con- 
solidated sales in earlier years origi- 
nated largely with the Stearman 
unit. The Wichita plant is known 
to have operated at a loss from 1929 
to 1935, however, and earned a small 
profit for the first time in 1936. 
Present world-wide demand for mili- 
tary aircraft of all types may open 
up new outlets for this plant. In 
the meantime, the Boeing Aircraft 
division has all of the U. S. Govern- 
ment and commercial business that 
it can handle through 1938. If the 
new Boeing transports and clippers 
capture the commercial market, as 
they appear to have excellent pros- 
pects of doing, even the expanded 
production facilities of the Seattle 
plant will be taxed to capacity for 
a e@onsiderable period thereafter. 
There appears to be little question 
but that the Boeing Aircraft divi- 
sion has much greater assurance of 
future development than the Stear- 
man unit, although in the present 
mad race for armaments throughout 
the world, almost anything might 
happen in the way of foreign orders. 

In appraising the speculative pos- 
sibilities of Boeing shares, one must 
take into account that the capitali- 
zation of the company, like its re- 
cent sales and earnings figures, 1s 
modest for a leading aircraft manu- 
facturer, rapidly coming to the fore 
in three types of modern four- 
motored ships—bombers, transports 
and transcontinental clippers. In- 
cluding the new financing this sum- 
mer and stock reserved for conver- 
sion of a small minority interest in 
the old United Aircraft still out- 
standing, present issuable shares 
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would aggregate 746,440 of $5 par 
value. Except for a small minority 
interest in the Canadian unit, this 
is the only capital liability of the 
parent company or its subsidiaries. 
As of March 31, 1937, current lia- 
bilities amounted to only $1,083,661, 
as compared with about $3,000,000 
current assets, which have subse- 
quently been augmented by addi- 
tional cash of about $3,850,000 as 
the result of stock financing this 
summer. 

On June 1, 1937, the company’s 
subsidiaries had $9,280,000 unfilled 
orders on hand, of which $5,370,000 
represented the contracts for six 
clipper ships and eight transports 
received from Pan-American and 
TWA. Since that time, an addi- 
tional order for Army bombers has 
been placed involving about $2,- 
750,000. From the standpoint of 
profits, the latest Army contract 
should be a real source of additional 
earnings, because the new contract 
is said to have only slight modifica- 
tions from the bombers already in 
production and development ex- 
penses have been charged against the 
original contract. If the company 
is similarly successful on “repeat” 
orders for its new transports and 
clippers, profits for 1938 and there- 
after would likewise be augmented 
by the same circumstance. 

On the TWA order for six new 
Boeing transports, for instance, it is 
quite probable that actual develop- 
ment and production costs would not 
be fully covered by the original con- 
tract. This is the advantage that 
Douglas held in recent years when 
the DC-2 and DC-3 transports dom- 
inated the equipment market for the 
large transport planes, namely, that 
development costs were already 
charged off by the time the majority 
of the large transport operators 
came into the market to fill their re- 
quirements. Boeing now appears to 
have crashed through this formi- 
dable obstacle and next year will be 
in the enviable position of being the 
producer of the largest and newest 
land transport, transcontinental clip- 
per ship and military bomber with 
the development costs already ab- 
sorbed. Over and above all of the 
inherent uncertainties in the avia- 
tion industry, one thing now appears 
well assured—1938 will be a Boeing 
year and the shares at the twenty 
dollar level represent genuine oppor- 
tunity. 
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Higher Costs Do Not Halt 
Movie Gains 





(Continued from page 93) 


for several years and never more 
than now. 

Television! 

Knowing more than a little of the 
status of television and the advance 
made by it up to late in October 
in this year, I earnestly counsel the 
picture producers and the owners of 
picture stocks to be of good cheer. 
Television won't be a seriously com- 
petitive factor for quite a number 
of years to come, and unless some 
hitherto unlooked for discovery ap- 
pears, television won’t be so seri- 
ous then. 

Just now a rather imperfect image 
a few inches square and emanating 
less than 25 miles from the point of 
production is about the best that is 
commercially possible, and perhaps 
the use of the word, commercial, is 


an exaggeration. And there are 
many deterrent factors which have 
not been overcome, such, for ex- 
ample, as the effect static may have 
upon the televised picture. 

The question affecting the compe- 
tition between radio and the motion 
picture will mark the degree of com- 
petition between the motion picture 
and television also. When it arrives 
on a practicable basis, television will 
depend for its revenue upon such a 
system as now exists in the United 
States, viz: sponsorship by a person 
with something to sell and which he 
pays for as he does advertising, or 
a—to be developed—system of spe- 
cial wave length with toll charges 
and rental for a special receiver re- 
sponsive to that frequency alone. 
In other words, let us turn over and 
go to sleep for the next few years 
at least so far as television is con- 
cerned. And we may always re- 
member that the American public, 
while it tolerates the commercial 
blurbs which accompany its radio 
programs, has never tolerated com- 





New York Curb Exchange 





ACTIVE ISSUES 


Quotations as of Recent Date 


1937 
Price Range 
——————~ Recent 

Name and Dividend High Low Price 
Alum. Co. of Amer.......... 177% 176 9714 
Amer. Cyanamid B (*.60)..... 37 17% 25 
Amer. Gas & Elec. (1.40)..... 483%, 2114 2314 
Amer. Lt. & Tr. (*1.20)...... 26% 10 133 
Amer. Superpower......... 3 % 114, 
Assoc. Gas & Elec. "A"..... 51% 1 11% 
oS. A ee 67%4 23% 31 
Cities Service................ 5% 114 2% 
Cities Service Pfd............. 60 15 25 
Colum. Oil & Gas........... 10% 2% 4 
Commonwealth Edison (*1.25).. 33 20% 26 
Consol. Copper.............. 115% 3% 51% 
Consol. Gas Balt. (3.60). . 891, 60 665/28 
Creole Petroleum ({.50).... 383%, 201%, 25 
Eagle Picher Lead ({.30).... 27% 7 10% 
Elec. Bond & Share.......... 28%, 5% 101% 
Elec. Bond & Share Pfd. (6)... 87% 50 55 
Ex-Cell-O Corp. (1.60)..... 2754 7 11 
Ford Mot. of Can. A" (1)... 29%, 14 18 
Glen Alden Coal ({.25)...... 15 5 7 
Gulf Oil of Pa. ($.75)........ 63% 33 42 
Hecla Mining ({.70)......... 2514 5% 9% 
Hudson Bay M. & S. (1.75)... 42 151% 213% 
Humble Oil ({1.38)...... , a 55 65 
Imperial Oil (*.50)........... 24% 1412 18% 


1937 
Price Range 
—__——-~———. Recent 


High Low Price 
126%, 29 38 
59%, 451% 50% 


Name and Dividend 
Jones & Laughlin....... 
Lake Shore Mines (*4) 


Lockhead Ajir......... 16%, 4 8 
Molybdenum....... 11% 25/4 6 
National Bellas Hess......... 3% % 1% 
National Refining (2)......... 28 18 1842 
New Jersey Zinc ($4.50) 94%, 57% 66 
Newmont Mining (12.25). . 135% 51%, 62% 
Niagara Hudson Power....... 16% 4 8% 
Niles-Bement-Pond (*1.50) 62 30 34 
No. Am. Rayon A" ({2).. 511%, 23 26 
Pan-Amer. Airways (1.25) 26%, 15 17% 
Pantepec Oil......... . 9% 23%, 5% 
Pennroad Corp. (1.25)...... 53% 2 3% 
Pitts. Pl. Glass (15.50) 1474 82 91 
St. Regis Paper...... vane ae 24g 4% 
Sherwin-Williams (*4) 1543, 85 87 
South Penn Oil (*1.50) 56 35 38%, 
Technicolor (1.50)... 34 14 20 
United Gas Corp... .. 13% 3 51% 
United Lt. & Pw. "A"... 115% 1% ‘'3% 
United Lt. & Pwr. Pf.. 75% 114% 24 


t Paid this year. 
* Not including extras. 


| Paid last year. 
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mercial advertising with its picture 
entertainment. 

Technically and from an enter- 
tainment standpoint motion pictures 
are improving year by year. Color 
would seem to be inevitable and 
each year the number of motion pic- 
tures in color increases. This, of 
course adds to the cost of produc- 
tion, but there is reasonable assur- 
ance that color processes will be- 
come less costly as improved tech- 
nical processes appear until color 
will add little to picture costs. The 
improvements made in sound in the 
ten years since its appearance may 
serve as prophetic of the color 


process. In 1928 most companies 
charged picture production with 
10% as the cost of sound. Today 


less than 2% is added for sound. 

It may be disquieting to recognize 
that the present crop of studio heads 
—the men whose vision has carried 
the movies to an astounding success 
—must inevitably pass from the 
scene, and it does not yet appear 
where their successors are to come 
from, yet those successors inevitably 
will appear and with an even higher 
vision. And it is well to remember 
that the picture business is a cash 
business; that consumer credits are 
unknown and that there is always 
a market for a picture, the offering 
that may fail in one section often 
does well in another, since pictures 
are constructed of certain elementals 
which pretty well span a few of the 
elementals of human emotion. 

Concluding, the recent price de- 
cline of the picture stocks was due 
to causes apart from the picture in- 
dustry itself. They were merely 
dragged down temporarily and 
should retain a firm position on the 
basis of their attractive earnings so 
long as pictures are patronized at 
an inevitably increasing theater ad- 
mission and the country has the 
price to pay that admission. 





Retail Trade Confounds 
Pessimists 





(Continued from page 83) 


to luxury goods, is composed of divi- 
dend and interest recipients and 
business proprietors. 

The fourth factor affecting retail 
sales is farm income, providing the 
buying power of farmers, farm labor 
and most business and professional 
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men in agricultural communities. 
There is no reason yet to reduce the 
previous estimate of 9 billions of 
farm income; the recent statements 
of Sears, Ward, Spiegel, Chicago 
Mail-Order and Penney show no 
evidence of any change in the steady 
trend of rural buying. The Depart- 
ment of Commerce reports the high- 
est such sales of any September 
since 1929. 


Non-Retail Competition 


A consideration which cannot be 
disregarded in any true appraisal of 
the retail situation is the multiplic- 
ity of competing magnets reaching 
out for the consumers’ dollars, af- 
fecting the consumption of regular 
merchandise to the degree that their 
lure is made more attractive by im- 
proved facilities and better promo- 
tion. This has been a record year for 
travel. It is said that the vacation 
bill will total 414 billions, up 10 per 
cent over 1936. Air travel broke all 
records in July and again in Sep- 
tember. Internal revenue collec- 
tions for the first six months of 1937 
on theater admissions are up 16 per 
cent (partly caused by higher ticket 
prices) ; gasoline 1214 per cent; tires 
15.3 per cent; sporting goods 15 per 
cent; cameras 65 per cent. Refrig- 
erator sales are up 23 per cent; furs 
79 per cent. September registered a 
new high for cigarette sales. Candy 
sales exceeding $28,000,000 last 
month also set a new high since 
1929. 

Other diversions which cannot be 
as readily measured are telephone 
and telegraph services, electricity 
and gas, beauty shops, laundry and 
dry - cleaning, motoring _ services, 
medical and dental care, education 
and savings. Each of these is known 
to be up, drawing income away from 
the retail stores, but how much is 
unknown. It is even possible. but 
not plausible, that too much of cur- 
rent income is going into savings as 
measured by the record sale of Trea- 
sury baby bonds and by savings- 
bank deposits. That is one trend 
that isn’t going to be slowed up any 
by gloom-mongers. 


Instalment Sales 


If not too much savings, then is 
too much of what should be current 
spending going to pay old instal- 
ment debts? Only two things are 
wrong with that theory—there is no 
diminution in current spending, and 


there has been no increase in the in- 
stalment credit proportion of retail 
sales. The last retail census showed 
cash sales of 67.8 per cent of total 
sales compared to 65.7 per cent in 
1929 and 72.3 per cent in 1933, 
Open-account credit remained at 
21.3 per cent, unchanged from 1929, 
Instalment credit stood at 10.9 per 
cent of total sales, compared to 
about 13 per cent in 1929. 

Since 1935, a careful inquiry dis- 
closes, there has been little increase 
in the instalment sales ratio in de- 
partment and specialty stores nor 
among furniture stores, two of the 
biggest instalment-selling trades ex- 
cept automotive. September reports 
to the Credit Bureau of Greater 


New York, from 16 large stores, 
show retail credit collections for 


September and for nine months un- 
changed (up 0.74 per cent) from 
last year. Instalment selling of “soft 
goods,” except by experienced credit 
clothing houses, is merely a head- 
line, not a factor. Even the depart- 
ment stores which offer such credit 
averaged only $31.33 of sales per in- 
stalment customer during 1936, a 
survey by the National Retail Dry 
Goods Association discloses. Losses 
from such sales were 1.16 per cent. 

Household-appliance selling and 
farm-implement selling on instal- 
ments have increased, but no figures 
are available. 

The latest Zelomek report (Oc- 
tober 9) of retail sales, giving the 
total through August of $25,558,- 
200,000, shows instalment sales of 
$3,720,900,000, open-account sales of 
$5,098,700,000 and cash sales of 
$16,738,600,000. Total sales are up 
§.2 per cent: cash sales 7.3 per cent; 
instalment sales 7.5 per cent and 
open-account sales 11.9 per cent. 

About $300,000.000 of the 2 bil- 
lions of instalment credit outstand- 
ing today is believed to represent 
past sales of household appliance, 
radio and farm implement dealers. 
Another $400,000,000 represents 
past sales of clothing, furniture and 
department stores. The remainder 
is largely automobile finance paper. 
It has been charged repeatedly, and 
partly substantiated before a Fed- 
eral Grand Jury in Milwaukee last 
month, that much of the latter re- 
sults from the pressure of finance 
companies on delaers rather than 
from dealer or consumer need. 
About 40 per cent of new car sales 
are for cash. 

The only kinds of retail business 
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in which instalment sales amount to 
more than 1 per cent are the fol- 
lowing, as shown by the U. S. Retail 
Census: household appliances 55 
per cent; automobiles (new) 60 per 
cent; jewelry 24 per cent; family 
clothing stores 17 per cent; farm 
implement and hardware dealers 16 
per cent; department stores 10 per 
cent; hardware and building mate- 
rials 3 per cent; men’s and women’s 
specialty stores 2 per cent; and fuel 
dealers 1.3 per cent. In the face of 
the facts, there is no justification 
for the wild statements which have 
been appearing lately in the news- 
papers. 

One simple cure for the blues 
about instalment selling, and the re- 
tail situation generally, would be to 
work behind a retail counter for a 
few days and meet the real Ameri- 
can public. You will find an entire 
absence of any of that implied reck- 
lessness over the assumption of per- 
sonal debt, and a sense of relative 
values beyond comprehension. The 
buying public knows what it wants 
and how it will pay for it. The ex- 
perience would be a better lesson in 
economics than any textbook pro- 
vides. 

No, retail credit is not shaky nor 
is retail trade in the doldrums. Un- 
less the American public completely 
loses its confidence it will not get 
there. Continued layoffs in indus- 
trial employment and reduced _in- 
comes elsewhere may have a sober- 
ing effect on the rate of sales in- 
creases but not enough to prevent 
the Christmas season from reaching 
large proportions. Indications are 
that volume will be large and prof- 
its to seasoned retailers substantial 
enough to make their securities look 
very attractive at current levels. 





Low Priced Stocks with 
Profit Possibilities 





(Continued from page 105) 


of this plant, nearly $20,000,000 
worth of bombing planes, flying 
boats and spare parts were sold. 
Typical of the aviation industry, 
however, during this period the com- 
pany was compelled to absorb un- 
usually heavy expenses incurred in 
connection with development proj- 
ects, research and organization out- 
lays. By the beginning of 1938 a 
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$2,000,000 addition to the plant will 
be completed. With the completion 
of this addition, the company will 
have the largest assembling floor in 
the world for the manufacture of 
aircraft, permitting the building of 
giant aircraft twice the size of the 
famous “China,” “Hawaiian” and 
“Philippine” clippers designed and 
built by the company. The com- 
pany has also developed the success- 
ful “B-10B” Martin bomber for the 
United States Army Air Corps. 
About a year ago 350,000 addi- 
tional shares of common stock were 
sold, providing the company with 
$4,200,000 applied toward defray- 
ing the expenses of new construc- 
tion and the liquidation of a 
$1,000,000 bank loan. At the pres- 
ent time there are 870,041 shares of 
common stock outstanding, ahead of 
which are $820,000 6 per cent con- 
vertible notes and long term notes of 
$185,000. As of September 30, last, 
current assets, including cash of 
more than $3,000,000, totalled $7,- 





552,000, while current liabilities 
amounted to $2,580,616. 

In the first six months of the cur- 
rent year, net earnings, after all 
necessary charges, amounted to 
$526,307, or about 61 cents a share 
on the outstanding stock. In the 
September quarter, however, profits 
were nearly as great as in the first 
half, net for the most recent period 
amounting to 56 cents a share and 
bringing per-share results for the 
first nine months up to $1.17. Un- 
filled orders at the beginning of Oc- 
tober amounted to $13,490,329, as 
compared with $11,406,663 at the 
beginning of the third quarter. New 
orders received during the third 
quarter amounted to $5,302,415. 

Among representative aviation is- 
sues, the shares of Glenn L. Martin 
Co. would appear to possess well- 
founded merit. Although a specu- 
lative venture, the investor has the 
assurance afforded by the com- 
pany’s established position and dem- 
onstrated progressiveness. 
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BANK AND TRUST COMPANIES 


Bid Asked 
ee 551% 
Bank of Manhattan (1.50)........ . 24% 25%, 
Bank of N. Y. & Trust (14)..... . 419 427 
Central Hanover (4)........... . 100 103 
0) Ce) . 34 36 
cS 46 48 
Ay ae eee mee 31 33 
Corn Exchange (3)..............-. 50% 5114 
First National (100).......... ; 1835 1875 
Guaranty (12)......... ; . 250 255 
a ee 121%, 13% 
Manufacturers (2)................. 40 42 
| 105% 10814 
United States Trust ({70).......... 1560 1610 
INSURANCE COMPANIES 
Aetna Fire (+1.60)........ itaauce ee 403%, 
ro ee 62) 23%, 25% 
Am. Surety (2.50). ...... ae 3834 403/, 
Fireman's Newark (.30)............. 8 91% 
Glens Falls (1.60)........... orcs ae 39 
Globe & Rutgers.................. 30% 35 
Great American ({1.20)........ ; 191 21 
Henover F.(1.60)................ 2714 29 
co LS |) A 6514 67% 


INSURANCE COMPANIES —({Continued) 
Bid Asked 


Og A rrr 28%, 3014 


Ins. Co. of North America (12.50)... 51 53 
Maryland Casualty 3% 4yV, 
National Fire (2). . 51 53 
Phoenix (72.50)... 74 76 
Sun Life Can (15)...... 425 rise 
Teovolen (06). ............ 415 425 
United States Fire (/2.50)..... 41% 434 
Westchester F. (71.60)............. 25% 2673/4 
INVESTMENT TRUST SHARES 

Amerex Corp.. ... 17 183, 
Brit. Type Investors. . rales eae 52 
Bullock Fund......... , 14 15%, 
Corporate Trust—-AA ; ; ae kod 
Fidelity Fuse. 6a < <c5is . 19.40 20.92 
Incorporated Investors. . 17.35 18.66 
Maryland Invest...... : 6.45 7.12 
Massachusetts Fund... . 20.43 21.68 
Nation-wide Securities B.. . 3.38 3.47 
No. Amer. Trust Shares 1958 2.45 
Quarterly Income Shares 11.39 oes 
Spencer Trask Fund..... 15.20 16.00 


Uselps Voting Shares... .. -80 88 


t Includes extras. 
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What’s Ahead for 
the Stock Market? 


In this important phase you must 
keep abreast of the many far- 
reaching developments in the 
worlds of business, economics, 
politics—and investments. 


It is The Magazine of Wall 
Street’s task to see these develop- 
ments as they appear on the 
horizon — to interpret their 
course to the thousands of busi- 
ness executives and investors who 
are its readers. 


By regularly reading The Maga- 
zine of Wall Street you can attain 
a clear picture of the develop- 
ments bearing on business and 
securities markets, days and some- 
times weeks before the informa- 
tion is available through the 
usual channels. 


You will be always posted on 
your present investments and on 
new opportunities. Timely, in- 
teresting features will keep you 
abreast of developments bearing 
on your business future. 


Be sure of receiving the coming 
issues promptly during the im- 
portant months ahead. Every 
issue will contain timely infor- 
mation of real money-value to 
you. 


Mail this coupon—now 


The Magazine of Wall Street 
90 BROAD STREET, NEW YORK 


I enclose $1.00. Send me the four issues 
beginning with your next issue. 

{j) If you would like to have this special 
offer cover eight issues instead of four, check 


here and enclose $2.00. 
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Best & Company 





(Continued from page 101) 


due consideration to the company’s 
type of clientele. Well-to-do sub- 
urbia has been hit by the market’s 
decline. There is no question of it. 
Whether it has been hit to the point 
of economizing on wearing apparel 
is much less certain. Looking at 
Best’s sales’ record during the last 
market slump, which was accom- 
panied by a very much worse de- 
cline in general business than this 
one, it would seem easy to exagger- 
ate fears on this score. Nor must one 
forget that New York retail busi- 
ness is similar to London’s in that it 
never plumbs the depths of the re- 
tail business in a steel town, a ship- 
building town, a farm community or 
anywhere else which depends main- 
ly on a line which happens to be de- 
pressed. Although some are expect- 
ing a repetition of serious trouble 
for the country’s trade and industry, 
it hardly seems likely to be as bad 
as the pessimistic would have us 
think. To any minor recession the 
business of Best & Co. should show 
great resistance and at current levels 
the company’s stock is far enough 
below its high price to have dis- 
counted any adversity that appears 
at all likely to develop. 





Opportunities for High 
Income 





(Continued from page 98) 


funded debt or bank loans. The 
company’s financial position is for- 
midably strong. At the end of last 
December current assets totalled 
nearly $16,000,000, of which between 
$9,000,000 and $10,000,00 was in the 
form of cash or United States Gov- 
ernment and other marketable se- 
curities. Current liabilities were 
$1,500,000. 

This abundance of cash items is 
one reason why Beech-Nut can pur- 
sue a liberal dividend policy without 
inconvenience. So far this year the 
company has paid to the holders of 
its common stock four quarterly div- 
idents of $1 and extras aggregating 
$1, making $5 in all. At the end of 
last year a special of $1 was paid and 


it is not unlikely that a similar dis- 
tribution will be made before the 
end of 1937. The yield is therefore 
an attractive one, for today the 
stock of the Beech-Nut Packing Co. 
can be bought for less than $100 a 
share. This stock is one which 
should appeal to the conservative in- 
dividual and, although stability and 
soundness are the two things of 
which one thinks first in connection 
with Beech-Nut, the company is by 
no means devoid of possibilities for 
a further growth in earnings. 


Inland Steel 


It would be idle to deny that the 
recent sharp recession in the coun- 
try’s steel operations has been dis- 
quieting. There are, however, valid 
reasons for believing that the op- 
erating rate is unlikely to dip very 
much further and that there should 
be a substantial recovery before 
long. The automobile industry will 
again be a heavy purchaser of steel 
shortly. Now that the railroads 
have obtained an increase in freight 
rates they may enter the market on 
a modest scale. Demand for steel 
on the part of the construction in- 
dustry has been at a very low ebb 
and, on the face of it, should im- 
prove from this point. In the mean- 
time, the price of shares in our best 
steel companies has been halved in 
a few short months and now appear 
to be discounting the worst. This is 
not likely to materialize. 

Since 1932 when a deficit was re- 
ported, the progress of the Inland 
Steel Co. has been rapid. This is 
partly the result of improvement in 
the demand for steel, but credit 
must be given also to the millions 
that the company has spent for ex- 
pansion and modernization. This 
year Inland will spend a larger 
amount on capital account than ever 
before in its history. As a result of 
all these expenditures, Inland today 
is a diversified steel company, one 
of whose most important customers 
is the automobile industry, whereas 
prior to 1930 it depended almost ex- 
clusively on the demand for heavy 
steel on the part of the construction 
industry and the railroads. 

For last year the Inland Steel Co. 
reported a net profit of $12,800,545, 
after all charges and provision for all 
taxes. This was equivalent to $8.54 
a share on 1,499,000 shares of capital 
stock and compared with $6.54 a 
share on a somewhat smaller num- 
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ber of shares for the previous year. 
For the first nine months of 1937, 
earnings were equal to $8.02 a share 
on 1,573,950 shares, against $6.02 a 
share on 1,499,000 shares in the same 
months of 1936. 

So far this year Inland has dis- 
tributed in all $5 a share to the 
owners of its common stock. In 
view of the fact that earnings for 
the full year should be at least $10 
a share, it would seem that stock- 
holders might reasonably expect a 
fair sized extra at the year end. 
From its record the company itself 
would probably prefer to pay a 
smaller dividend and reinvest the 
money in the business. However, 
spurred on by the tax on undistrib- 
uted profits, it can hardly do exactly 
what it would like to do. The com- 
mon stock of the Inland Steel Co. 
is presently selling for some $70 a 
share and at this level it has much to 
recommend it. 





As I See It! 





(Continued from page 71) 


advantage of French weakness to 
create disturbances in Czechoslo- 
vakia, her ally. It is evident that 
the Nazis instigated the peremptory 
demand for autonomy for the Ger- 
man population in Czechoslovakia 
by Konrad Henlein, leader of the 
Nazi Sudten Deutsch party. 

In Hungary the Nazis are already 
in control of the government, and 
the encircling of poor little Austria 
is almost completed with every pos- 
sibility now of being swallowed up 
by Germany—if Mussolini is willing. 

No wonder these two dictators 
announce to the world that they are 
not interested in war. Why should 
they be? They are accomplishing 
their objectives without a major 
military operation. 

This is the situation today. As a 
matter of fact both Mussolini and 
Der Fuhrer could never have waged 
a war without bringing revolution 
in their own countries. That is why 
the possibilities of immediate war 
are lessening. However, it will be 
another matter if the United States 
steps in to save the French and the 
British Empire. 

But, that is not the only impor- 
tant factor in the situation. The 
effect on our own economy and that 
of all other countries is something 








that must be seriously considered. 
When a great nation like England is 
being attacked and weakened on all 
fronts and her property and invest- 
ments destroyed, the repercussions 
are bound to be felt all over the 
whole world. 





Unionism Struggles to Hold 
Its Ground 





(Continued from page 87) 


costs not only reduce profits, but 
where they actually cause losses. 
Certainly capital does not want 
that, and if labor is at all farsighted, 
it, too, should not head too strongly 
in that direction for the reason that 
losses to industry will simply mean 
a decided layoff among workers in 
general. 

Consider what the unprecedented 
action of the directors of the Brook- 
lyn-Manhattan Transit did to that 
company. Probably never before in 
financial history has the board of 
directors said to the employees of 
its company, that beginning with a 
certain period, we shall pay out to 
you all of the earnings of this sys- 
tem over and above those necessary 


to take care of our overhead ex- 
penses, the interest on our funded 
indebtedness and the dividend on 
the preferred stock, payment of 
which had already been pledged. 
Further pressure from labor for 
more increases on that road will 
inevitably end in bankruptcy. 
Perhaps the individual worker is 
gradually penetrating the fog of 
promises and propaganda which 
have surrounded him and is seeing 
some of the weaknesses in his own 
unionism. Certain it is that the 
unions are finding it hard to main- 
tain their broad membership gains. 
In some forty odd elections held in 
various factories recently, the or- 
ganized unions won in only 55 per 
cent whereas immediately after the 
Wagner Act was passed the unions 
won in more than 75 per cent of the 
elections. Of a total of 28,146 em- 
ployee votes cast in September and 
early October on the question of 
outside union representation only 
15,591 were for the unions. 
Moreover not only the individual 
worker but also the big labor or- 
ganizations themselves see which 
way the wind is blowing. They 
apparently recognize the weakness 
of a divided position. At both the 
Denver and Atlantic City conven- 
tions there was an apparent desire 





Over-the-Counter 





ACTIVE ISSUES 
Quotations as of Recent Date 


Bid Asked 

American Book Co. (4) 50 55 
American Hardware........... 203, 22 
Columbia Baking............ ; 4 6 
Crowell Publishing Co. (3)...... . 30 33% 
Dictaphone Corp. (4) : 44% 48% 
Draper Corp. (*5.40) ae 70 74 
Mercke Co. (1) : eae 28 30 
National Casket (3) rere 46 

Ohio Leather (7.85) : 12 17 
Scovil Mfg. (2)....... , 28 29 
Singer Mfg. Co. (*16)... F 240 250 
Trico Products (2.50) 371% 39 
Wilcox & Gibbs (7.59)........ - 20 

PUBLIC UTILITIES 

Alabama Power Pld. (7)... . : 65% 66% 
Carolina Power & Light Pfd. (7)... 80 82 
Central Maine Power Pfd. (6) 72 74 
Central Pwr. & Lt. Pfd. (7)... 73 75 
Dallas Power & Light Pfd. (7) . 110 114 
Jersey Central Pwr. & Lt. Pid.(7).... 83 85 


PUBLIC UTILITIES (Continued) Bid Asked 
Kansas Gas & Electric Pfd. (7) 108 111 
Kings Co. Ltg. Pfd (7).......... 48 51 
Long Island Ltg. Pfd. (7) “A” 68 71 
Metropolitan States Pwr. Pfd 20 25 
Nebraska Power Pfd. (7).... 107% 109% 
New Orleans Public Serv. Pfd. (6) 46 49 
Nor. States Pwr. Pfd.(7)....... 7014 731% 
Pacific Power & Light Pfd. (7). 54 58 
Tennessee Elec. Power Pfd. (6) 50 52 
Tennessee Elec. Power Pfd. (7) 55 57 
Texas Power & Light Pfd. (7) 96% 9854 
Utica Gas & Elec. Pfd. (7).. 78 81 
TELEPHONE & TELEGRAPH 
American Dist. Tel., N. J. (5) 84 88 
Emp. & Bay State (4)....... 55 59 
Mountain States Tel. & Tel. (8). . 126 132 
N. Y. Mutual (1.50)......... 20 25 
Peninsular Telephone (1.60). . 21 23 
Southern New England Tel. (7)... 148 15014 
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for peace beneath a forbidding blus- 
ter. More recently a definite peace 
parley between the A. F. of L. and 
the C.I.0. opened in Washington on 
October 25. Both want to reach a 
truce. Both recognize the loss of 
prestige brought about by their fail- 
ure to collect dues effectively. To 
date, however, committees repre- 
senting the two factions have re- 
fused to agree upon a system under 
which craft and industrial unions 
can exist side by side. That is the 
crucial question still to be settled 
when the delegates re-convene on 
November 4. 


Rising Costs to Mean 
Unemployment 


Currently there is a bill before the 
Congress which recommends pay- 
ment of forty cents an hour as a 
minimum, and a work week of forty 
hours as a maximum. This bill is 
to come up at this session, especially 
inasmuch as the measure has al- 
ready passed the Senate. In many 
cases the forty cents an hour mini- 
mum is decidedly below average, 
and in many, unskilled workers get 
less than the forty-cent minimum. 
Consequently, great thought must 
be given by those in whose hands 
the ultimate passage of this bill lies, 
because of the resultant boost in 
costs and later in prices that raises 
in wages always bring about. More- 
over, increased costs will inevitably 
mean increased unemployment. A 
higher demand for efficiency to off- 
set rising labor costs will result in 
a fewer number of workers doing 
the work of more. 

In other words, it all resolves it- 
self to the point of sanity on the 
part of labor and sanity on the part 
of capital. If the Administration 
persists in bending over backwards 
for the workingman, impressing him 
with the belief that he should be 
taken care of by his employer re- 
gardless of costs, be assured that 
additional unrest is going to crop 
up. In fact additional unrest has 
aiready had its effect on slowing up 
business. 

Nor does it seem fair if capital 
by the Sherman Anti-Trust Act be 
denied the privilege of forming com- 
binations in restraint of trade, that 
labor should be allowed that privi- 
lege through its unions. For cer- 
tainly strikes which have closed 
down factories and businesses for 
days on end are just so truly caused 
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by a combination that definitely 
aims at restraint of trade. What is 
needed now more than ever before, 
is the “will to do” on the part of 
both capital and labor, rather than 
the “won’t to do.” Let us get over 
the time and quickly, too, of bitter 
opposition on the part of both of 
these forces in American industry 
today. Whether this can be best 
accomplished by a return to com- 
pany unions remains still to be seen. 
However, up to the present time 
these factions apparently have been 
more successful in arriving at sat- 
isfactory relationships and _ results 
than have some of the newer and 
broader forms of labor organization. 
There are new processes, new de- 
signs, new applications of old mate- 
rials of designs, and everywhere 
work to be accomplished. It can 
and will be accomplished just as 
soon as these two forces, which are 
strangling American industry at the 
present time, meet amicably and 
act rationally. 





Speculations in Convertibles 
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stock market than would have prob- 
ably been the case had he purchased 
the common stock. This of course is 
consolation to the speculator but to 
the bona fide bond investor a siz- 
able decline in the value of his com- 
mitment, particularly if acquired at 
a substantial premium, may be 
cause for some concern. 

It may be argued that, regardless 
of the decline, the income of the 
convertible bond holder has been 
preserved intact. But if he now 
finds that the bond for which he 
paid $1,250 is now worth only $950, 
the fact remains that in order to 
realize eventually the full amount of 
his principal investment it will be 
necessary for the common stock to 
recover to its former levels. In 
short, he has suffered a loss, the re- 
covery of which is dependent upon 
speculative factors and whether he 
realizes it or not his hopes and con- 
cerns are practically identical with 
those of the stockholder who pur- 
chased his shares at higher levels. 

All of which is not intended to in- 
validate the merits of convertible 
bonds as an investment medium, 
but to emphasize their speculative 
characteristics. In short. they are 


unsuited to the objectives of the 
conservative investor but for the in- 
dividual willing and able to assume 
a risk, the convertible bond offers 
certain advantages, particularly at 
the present time when most of the 
convertible bonds are selling sub- 
stantially below their current highs, 





Happening in Washington 
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Advertising control by Federal 
Trade Commission (“not censorship 
—simply telling advertiser what he 
can’t say”) is increasing in anticipa- 
tion of stronger legislation. FTC 
now classifies types of periodicals 
and classes of commodities using 
radio according to degrees of “bad- 
ness,” concentrating on groups it | 
considers the worst. 


Short-weight drive to make house- 

wives quantity conscious is planned 
by government consumers’ division 
to supplement current informative 
labeling campaign to make consum- / 
ers quality conscious. In addition 
to present pressure for standard food 
grading, textile labeling, etc., con- 
sumers will be organized to pep up 
local weights and measures officials 
to check on the corner grocer and 
coal dealer. No small part of the 
idea is to keep consumers’ minds off; 
rising food costs. 


State laws are currently the fa- 
vored medium of retailer pressure 
groups. Legislatures are easier to 
persuade than Congress and when 
several states have a uniform law 
it may become national policy. Ex 
ample: resale price maintenance. 
Five states now license auto dealers, 
regulating trade-in values; 15 pro- 
hibit sales below cost, hitting chains. 
Plans are afoot to extend these when 
legislatures next convene. 


Census of relief needs planned by 
Harry Hopkins as “check” on um 
employment census ordered by Con- 
gress will be survey of WPA by 
WPA. Officials whose jobs depend 
on continuing the system will estk 
mate how many in each county need 
relief, regardless of employment com 
ditions; should be useful to reliéh 
lobby in combatting economy sent 
ment in Congress. 
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